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Speech to American Bankers 
By PRESIDENT ROOSEVELT 


Delivered on October 24th to Members of the American Bankers Association at Washington, D. C. 


AM glad to be here tonight ‘at your invitation to speak 
to you informally about some of our common prob- 
lems. 

As many of you know by personal experience it is not 

a new thing for me to talk with bankers. I have been 
seeing many of your number almost daily during the past 
year and a half, and let me make it quite clear that in these 
meetings 1 have not done all the talking. 

I have been a good listener and I have asked many 
questions. I have found there is the striking lack of unani- 
mity of opinion among bankers that characterizes many other 
groups in the country. 

It has been my purpose to seek out underlying agree- 
ment in the opinions that bankers have expressed. A true 
function of the head of the government of the United States 
is to find among many discordant elements that unity of 
purpose that is best for the nation as a whole. This is 
necessary because government is not merely one of many 
coordinate groups in the community or the nation, but gov- 
ernment is essentially the outward expression of the unity 
and the leadership of all groups. 

Consequently, the old fallacious notion of the bankers 
on the one side and the government on the other as more 
or less equal and independent units has passed away. Gov- 
ernment by the necessity of things must be the leader must 
be the judge of the conflicting interests of all groups in the 


community, including bankers. The government is the out- 
ward expression of the common life of all citizens. 

What is a bank and what are its relations with the 
people? Why do the people through their government su- 
pervise banks? ‘The people put their money into banks. 
They do this in order to protect it and in some cases to 
have it earn a small income. 

It costs money to provide this service and, therefore the 
banks are permitted to invest these deposits in order to pay 
their expenses and to provide a reasonable profit to their 
stockholders. 

The public has no means of knowing whether the bank 
is making safe investments, so it turns to its government to 
supervise the bank. Government has accepted this responsibility. 

In its relation with bankers, the purpose of government 
should be threefold. First, to promote the confidence of 
the people in banks and banking in view of the important 
service that banks and banking may perform for the people 
as a whole. Second, to make this confidence a real and liv- 
ing thing by assisting banks to render themselves useful and 
worthy of this confidence through wise supervision. 

A third purpose now offers itself, and I wish with all 
earnestness to press this point tonight. Government should 
assert its leadership in encouraging not only the confidence 
of the people in banks, but the concern of the banks in the 
people. 
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In March, 1933, I asked the people of this country to 
renew their confidence in banks. They took me at my word. 
Tonight I ask the bankers of this country to renew their 
confidence in the people of this country. I hope you will 
take me at my word. 

I need not recount the situation of the banks in the 
Spring of 1933. I found that the restoration of banking 
activity itself was my first responsibility on assuming office. 

It was necessary that the government throw itself 
squarely into the task of bringing back to the banks the 
deposits of the citizens of the country. As a result of my 
appeal the people responded by restoring their confidence in 
the banks of the United States. 

The primary purpose accomplished, it became necessary 
that the Congress and the administration enact measures to 
build up the banking structure so that it could once more 
provide support for the economic life of the country. 

Moreover, it had to be built and we built it strong 
enough so that it could resist future stresses and strains. 
The government found it necessary to create and get under 
way new emergency credit agencies and to use to the fullest 
extent the already existing Reconstruction Finance Corpo- 
ration. 

These credit agencies moved with heroic energy, and 
it was a source of the utmost satisfaction to find that when 
the Federal Deposit Insurance Corporation went into oper- 
ation the banking structure had regained a very considerable 
amount of its strength and its vitality. 

I think it is only fair to say that never since the forma- 
tion of our government has such a task been achieved in so 
short a time. Happily the present security of our banks 
bears witness to the wise course that we pursued. 

I find almost general agreement among bankers that 
these agencies must continue until such time as the banks 
and other private credit agencies are themselves able and 
ready to take over these lending functions; and when that 
time comes I shall be only too glad to curtail the activity 
of these public agencies in proportion to the taking up of 
slack by privately owned agencies. 

I venture to suggest to you that when the history of 
these years comes to be written, while the closing and the 
reopening of the banks will occupy a prominent place, even 
greater interest will be centered in the fact that within a 
few months not only was the banking structure strengthened 
but the great governmental lending agencies went into action 
and also saved from disastrous deflation, liquidation and loss 
a vast portion of the farms, homes, railroads and corpora- 
tions of the nation. 

This definitely rescued the security and happiness of all 
of us. 

_ Just at it is to be expected that the banks will resume 
their responsibility and take up the burden that the govern- 
ment has assumed through its credit agencies, so I assume 
and expect that private business generally will be financed 
by the great credit resources which the present liquidity of 
banks makes possible. 

Our traditional system has been built upon this principle 
and the recovery of our economic life should be accomplished 
through the assumption of this responsibility. The present 
steady and unmistakable revival of public demand for goods 
and services should provide the assurance necessary to the 
financing of industrial life. 









The government is bending every effort through the 
Treasury, the Federal Reserve System, the Reconstruction 
Finance Corporation, the Securities and Exchange Commis- 
sion and the Federal Housing Administration to facilitate 
and encourage the revival of pri investment. 

I commend the objectives 01 ‘he Housing Administra- 
tion to your immediate consideration, but at the same time 
I ask you to note that all of these new agencies are secking 
consultation and cooperation with you bankers. 

While there lies before us still the necessity for large 
expenditures for the relief of unemployment, | think we 
should all proceed in the expectation that the revival of 
business activity will steadily reduce this burden. 

I am gratified to know of the expressions of belief, 
public and private, of your members that the speed that we 
shall make toward this objective is something that no one 
has the wisdom or the hardihood to estimate. This recog- 
nition reflects a growing appreciation of the problems resting 
upon a responsible Chief Executive. 

With respect to international relationships, I have been 
glad to note the growing appreciation in other nations of 
the desirability of arriving, as quickly as possible, at a point 
of steadiness of prices and values. 

This objective of a greater steadiness we have con- 
stantly kept before us as our national policy. 

The fact that American business men and bankers are 
devoting more and more individual study and attention to 
the wider problems of our nation and of international af- 
fairs is manifesting itself in many ways. It seems to me 
that this is a very important development. 

Let me make it clear to you that the Government of the 
United States has daily and even hourly contact with sources 
of information which cover not only every State and section 
of our own country but also every other portion of the 
habitable globe. This information is more complete, in- 
formative and accurate than that possessed by any private 
agency. 

I need not tell you that true wealth is not a static 
thing. It is a living thing made out of the disposition of 
men to create and to distribute the good things of life with 
rising standards of living. Wealth grows when men co- 
operate, but it stagnates in an atmosphere of misunderstand- 
ing and misrepresentation. 

Here, in America, the material means are at hand for 
the growth of true wealth. It is in the spirit of American 
institutions that wealth should come as the reward of hard 
labor of mind and hand. 

That is what we call a profit system. Its real fulfill- 
ment comes in the general recognition of the rights of each 
factor of the community. It is not in the spirit of partisans, 
but partners, that America has progressed. 

The time is ripe for an alliance of all forces intent 
upon the business of recovery. 

In such an alliance will be found business and banking, 
agriculture and industry, and labor and capital. What an 
all-American team that is! The possibilities of such a team 
kindle the imagination—they encourage our determination— 
they make easier the tasks of those in your government who 
are leading it. 

The nation does not merely trust or hope that we will 
do our duty—the nation is justified in expecting that we will 
do our duty. 
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Inflation 





By EDWIN WALTER KEMMERER, Walker Professor of International Finance at Princeton University. Delivered 
before a Meeting of the Crusaders, New Haven, Conn., October 24, 1934. 


HE greatest single danger threatening the American 
people to-day is the danger of serious inflation, and 
the fear of such inflation on the part of our business 
and financial public is a powerful factor in retarding our 
economic recovery and making it slower and less stable than 
the economic recovery in most other advanced countries. 
‘The United States is doing to-day only about two-thirds 
the physical volume of business it was doing in 1926. It is 
doing this business at a general price level averaging about 
80 per cent of that of eight years ago. To move this vol- 
ume of business at the present price level the country would 
presumably require only a little over half as much money and 
deposit currency as it required in the prosperous year 1926. 
We actually have about 11 per cent more money in circula- 
tion, a total “stock” of money in circulation and available for 
circulation 63 per cent greater, including a stock of mone- 
tary gold in terms of dollars 78 per cent greater; while 
bank deposits subject to check, through which we do over 
90 per cent of our total business, are to-day only about 6 
per cent less than they were in the summer of 1926. At 
every turn one finds evidence of great superfluity of money 
and of circulating bank credit. ‘The member banks of the 
Federal Reserve System, for example are now carrying re- 
serves in excess of legal requirements amounting to approxi- 
mately 45 times the average excess for the boom year 1929. 
Although the Federal Reserve banks have enormous facilities 
for extending credit to member banks and the member banks 
have large supplies of assets which they can use in borrowing 


‘from the Federal Reserve banks, the member banks are 


actually borrowing practically nothing from the Reserve 
banks. On October 17, for example, the total bills dis- 
counted by all Federal Reserve banks, plus the total bills 
bought in the open market, amounted to only $18,000,000. 
This figure was only 1/55 as large as that for October 13, 
1926, a supposedly normal year, and 1/67 as large as that 
of October 16 of the boom year 1929. 

In addition to these inflation forces, we have a number 
of government agencies lending money in large volume di- 
rectly to the public. Then there is the recent silver legisla- 
tion calling for a broadening of our metallic money base 
by the purchase of silver, that will be perfectly useless from 
a monetary point of view, in a volume so large as to absorb 
the world’s total silver production at recent rates for a 
period of six years or more. Add to this the fact that last 
year’s reduction in the gold content of the dollar by 41 
per cent will of itself ultimately give us an advance in 
commodity prices of something like 69 per cent if we retain 
the gold standard and if the value of gold in the world’s 
market’s remains approximately where it has been since we 
went off gold in March, 1933. Furthermore, this rise in 
prices will be greater if gold depreciates in terms of goods, 
as it almost certainly will, when the world-wide panic 
scramble for hoarding the yellow metal subsides and the 
world finally works its way out of the present crisis. In 
addition to all this, remember that the Thomas Amendment 
is still on our statute books, giving the President full au- 
thority at his discretion to reduce the gold content of the 


dollar 15 per cent cent further, to adopt national or inter- 
national bimetallism with full free coinage of silver at any 
ratio he may choose, to issue about 2,700,000,000 additional 
greenbacks, and practically to force the Federal Reserve 
banks to extend credit for increasing their already enormous 
holdings of government securities by three billion dollars. 
The President, moreover, and the Federal Reserve Board 
under existing law may, as emergency measures, increase or 
decrease to any extent they may choose all legal reserve re- 
quirements of the 12 Federal Reserve banks and of member 
banks. And, finally, all contracts specifically calling for 
payment in gold are null and void and the present law 
actually makes “all coins and currencies of the United 
States heretofore or hereafter coined or issued . . . legal 
tender for all debts public and private...” This makes 
all inconvertible paper notes and silver coins, and, appar- 
ently, also all our coins of nickel and copper unlimited legal 
tender. 

With legislation like this on our statute books and with 
strong inflationary measures being continually taken under it, 
with the prices of sensitive commodities already moving 
strongly upward, and with powerful inflationary groups both 
in Congress and out, still loudly clamoring for more and 
ever more cheap money and credit, is there any wonder that 
business confidence continues low? 

For over a year and a half now in the various ways 
just mentioned, our monetary doctors in Washington have 
been pumping this inflation virus into the body economic 
and the patient’s system is now full of it. It is a virus 
that usually works slowly at first but powerfully after it 
once gets well started. 

We hear much of controlled inflation, but because 
inflation is so much a matter of mass psychology and of 
powerful political claptrap in the winning of votes, con- 
trolling inflation is like controlling the opium habit. The 
supply of money and circulating credit which must be con- 
trolled is even more a matter of the velocities of their cir- 
culation than of the number of units in circulation, and these 
velocities are largely matters of public confidence—confid- 
ence in the business situation and prospects on the one hand, 
and confidence in the currency on the other hand—and con- 
fidence in times of stress and strain is to a great extent a 
matter of volatile mass emotions which it is extremely diffi- 
cult to control. 

When prices rise under the stimulus of inflationary 
forces the costs of government likewise advance, and the 
government therefore needs continually increasing revenue; 
but rising cost of living with the usual lag in wage ad- 
vances makes the public increasingly resistant to increased 
taxes. For the obtaining of the additional revenue required 
to meet such situations the pressure is therefore strong upon 
both Congress and the Executive to resort increasingly to 
inflation rather than to heavier taxation. Inflation is subtle 
and insidious in its workings, and the public are much slower 
in realizing the costs of government financing effected 
through inflation than they are in feeling the burden of in- 
creased taxes. Financing through inflation, accordingly, 
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tends to become progressively the line of least political re- 
sistance, and this policy therefore is continued until it termi- 
nates in disaster. ‘There have been many cases in history, 
including the notorious assignats of France at the time of the 
French Revolution, the bank-note inflation of England a 
few years later, and the World-War-time inflation of the 
German mark, in which for substantial periods of time—in 
some cases running. into years—inflation was moderately 
well controlled; but never, so far as I know, has a govern- 
ment-controlled inconvertible paper money inflation been 
an enduring success. Sooner or later it has always broken 
down and usually with disastrous results. Certainly political 
conditions in our own country are extremely unfavorable 
for the success of such an experiment. ' 

To those who believe that our economic problems can 
be solved by increasing the supply of money, let me ask 
you to think over for a moment a few facts concerning the 
post-war inflation in Germany, an inflation which was caused 
chiefly by the German Government’s desire to obtain revenue 
in a much larger volume than it could obtain it from ordi- 
nary taxes or from the sale of its bonds to bona fide in- 
vestors. I hold in my hand a German Reichsbank note 
which, after the German stabilization in 1924, was worth 
two gold marks, or approximately a half a dollar of Ameri- 
can money of that date. It is a two-trillion-mark note. At 
parity in terms of our present American dollar it would be 
worth 800 billion dollars. It would pay off about thirty 
times over the entire United States National Government 
debt, or it would pay twice over all debts in America, public 
and private, and leave a margin sufficient to pay twenty 
times over all of the war debts due to us by the Allies. Up 
to practically the time when this money was retired from 
circulation at a gold rate of one trillion paper marks to one 
gold mark, and when prices in Germany averaged hundreds 
of billions of times higher than they had prior to the in- 
flation, there were still widespread complaints that there was 
not enough money in circulation in Germany. Further- 
more, while this money was going down the toboggan at 
this terrific rate, it was backed almost mark for mark by 
German government bonds, and these bonds during most 
of the time were selling at near par in the German markets. 
The German Central Bank issued the notes to buy the 
bonds from the Government. ‘The notes were secured by 
the bonds, and the bonds were payable in the notes. The 
sky was the limit, and the total issue of these notes at one 
time was about 497 quintillion marks. The gold reserves 
of the German Central. Bank, which were held primarily 
against these notes, at the end of December, 1922, were 
worth at current exchange rates in Berlin or New York 
nearly eight times as much as the total volume of paper 
money in circulation at the time. These reserves had prac- 
tically no effect upon the value of the notes because they 
were not used. The notes were not convertible. 

By cheapening the value of the dollar in which all 
debts are payable, inflation obviously tends to help debtors 
at the expense of creditors. There are certainly many 
worthy debtors in the United States who are suffering hard- 
ships from the rise in the value of the dollar which has taken 
place since 1929—a rise which I believe even without arti- 
ficial inflationary measures would have been but temporary. 
With the granting to hard-pressed and worthy debtors of 
temporary assistance through governmental agencies and 


otherwise to enable them to meet such an emergency we 
should all sympathize. This, however, is a very different 
thing from a permanent writing down of all debts by a 
policy of drastic inflation. The greatest debtors in the 
United States on long-time account are not the farmers with 
their 8% billion dollars of farm mortgages, but the stock- 
holders of our corporations with their 36 billion dollars of 
of bonded indebtedness, and the greatest creditors are 
the people who own these bonds. A large part of our bonds 
and mortgages is owned by insurance companies, savings 
banks and other banks, universities and colleges, scientific, 
charitable, benevolent, religious and other welfare institu- 
tions in their endowment funds, and by other beneficiaries of 
funds held in trust. A heavy inflation would take funds 
from the creditor and give them to the debtor. Although 
helping certain classes like farmers, home buyers with mort- 
gages on their properties, and others who are really suffer- 
ing under the burden of long-time debts during this tem- 
porary period of abnormally low commodity prices, any 
inflation resulting in a heavy depreciation of the dollar 
would cause much injustice to a large proportion of the 
country’s most worthy people. 

For the last fiscal year the deficit of the Government 
was over four billion dollars. During the first few months 
of the present fiscal year it has run much heavier than during 
the corresponding months of last year. If these heavy 
government expenditures, many of which are extravagant 
and excessive, were being financed entirely or chiefly out of 
taxation, the situation would soon correct itself, for the high 
taxes would prove to be so politically unpopular that the 
electorate would rise in vigorous protest against them. The 
situation, however, will be very different if these extrava- 
gant expenditures are financed chiefly through the sale of 
government securities to the banks, as they are being financed 
to-day, and if the loans to the Government are made by the 
banks by means of currency and credit expansion. Under 
such circumstances serious inflation is the ultimate result. 
Then the value of the government’s bonds is largely wiped 
out, as well as the value of all other bonds, through the 
reduction in the value of the dollar in which they are pay- 
able. Under such circumstances the expenditures would be 
met, as were the colossal government expenditures after the 
World War under the inflation régimes of France, Germany 
and Austria, largely out of the endowments of the country’s 
great public welfare institutions, the savings deposits of the 
poor and the life insurance policies of the foresighted and 
thrifty. Institutions like Yale, Harvard and Princeton, 
which have their endowments invested chiefly in bonds and 
mortgages, will have these endowments greatly depleted if 
we have a serious inflation. The sad irony of our financing 
extravagant governmental expenditures through the mech- 
anism of inflation is this fact, that in a subtle way the Gov- 
ernment is financing itself largely out of the endowments of 
the nation’s public welfare institutions and out of the life 
insurance policies and savings of the poor. 

Our only hope at the present time to avoid such a 
catastrophe is a nation-wide ground swell of opposition to 
further inflationary measures, an opposition which will result 
in the prompt repeal of the radical monetary legislation now 
upon our statute books, and a right-about face in all matters 
affecting fundamentally the monetary standard from a gov- 
ernment of executive fiat to a government of statutory law. 
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Rugged Individualism 


By GEORGE B. CUTTEN 








President of Colgate University 


Convocation address delivered at Colgate University on September 20th, 1934. 


BELIEVE in rugged individualism and the ruggeder 
if and the more individualistic the more I believe in it, 

and I'll tell you why! The rugged individualist is the 
only one who has anything to contribute to the flock. He 
is a rare bird and nothing should be done to suppress or to 
discourage him. You know phosphorous was not lying 
around loose when most people were thought of, and adipose 
tissue even in these times is more abundant than gray matter. 

But that is not the only reason for my belief. ‘There 
is an experiment which proves that I am right, and an ex- 
periment of such length and breadth that its results cannot 
be questioned. For something over a million years,— 
biologists are not certain of the initial date——old mother 
nature has been experimenting, and has come to the un- 
doubted conclusion that rugged individualism is the most 
successful brand of biped and that the rugged individualist 
is worth saving. She is very careful of those who lift and 
very careless of those who lean. When nature has decided 
that an individual is a confirmed leaner, she hurries to get 
rid of him forthwith lest he should contaminate the race 
which she is so carefully trying to develop. 

When an ignoramus starts to monkey with an experi- 
ment he is very likely to juggle the wrong test tubes. Not 
being very strong mentally we thought we knew, and that 
nature was obfuscated. She was unkind, cruel, unchris- 
tian, and we'd show her. We have! We've taken better 
care of the idiot than we have of the genius, we have cod- 
dled the moron and starved the intelligent. Those with 
the divine spark we've neglected, while we lavished money 
and training upon the pinheads. Modern medicine and 
modern philanthropy coupled with a maudlin and irrational 
sympathy have turned back the clock and started the race 
on the return journey. 

We thought we were kind, but, of course, we were only 
stupid and petty. We saved a minute part of present suf- 
fering to propagate a vast amount of future desolation and 
woe. We have saved the feeble minded that he may in- 
crease his kind as the sands of the sea; we have saved the 
insane that we might have more insane; we have taken care 
of the indigent that we might have more indigent of whom 
to take care. Was nature unkind to the negro when she 
quietly got rid of the malaria susceptible members of the 
race and developed race immunity to the greatest of racial 
scourges? Was nature unkind to the Arab when by the 
same process she made the Arab immune to typhoid? How 
could she have been kinder? 

If we are to permit modern medicine and modern 
philanthropy to keep the unfit then we must insist that these 
unfit shall not permitted to pollute the racial stream. 
Nature never intended to be unkind to the individual, but 
the only sure way of protecting the race from the debilita- 
ting effects of the unfit was to get rid of him. Perhaps we 





can continue the benefits of both ideals, but if not, let us 
follow the sure way of mother nature. If we are to save the 
race and still retain the unfit, the broadest application of 
sterilization should be introduced. We have some respon- 
sibility for posterity and we should be kind in the large 
rather than in the small. 

But maudlin sympathy and mistaken kindness have 
again crossed the wires and we are running past our sig- 
nals at express speed. The modern legislator has come to 
the help of the destructionist and is rapidly pushing us on 
to the toboggan. If he could take his eyes off’ the next 
election long enough to think of the people he is supposed 
to represent, he’d perhaps see the point. I’m not sure that 
he would for he is notably myopic. But this I affirm, re- 
cent social legislation is the most dysgenic move of which 
modern man can conceive, and when I say this I am using 
no hyperbole. It is absolutely detrimental to the improve- 
ment of the race. It is begging the unfit to become more 
unfit, and cordially inviting the fit to stop the struggle and 
to vegetate. 

Man has come to his present high state by the process 
of continuous and unending strain and stress, struggle and 
endeavor. When he stopped he was doomed. Some other 
man with the will to fight and to work took over his lands, 
his huts, and his wives. ‘The strong won, the weak lost; 
the strong left progeny, the weak died early and childless. 
It worked out pretty well too! 

Now where are we heading? A baby is born in a pub- 
lic hospital where his mother for weeks or months has been 
cared for at public expense; he is brought up in a public 
creche, goes to a public school where one or more meals 
are provided for him gratuitously; employment insurance 
guarantees him a job or public care, disability insurance 
provides for illness or accident, old age insurance provides 
for his declining years, and the public cares for his burial 
or cremation. 

We are all naturally lazy and the spur of some kind of 
necessity must always be felt under the midriff. Hunger, 
cold, herd supremacy, the instinct of acquisition,—some- 
thing is constantly prodding us to exert ourselves, and we 
are as often trying to escape. We shun the disagreeable 
and the dangerous, and even when intelligence seems to 
advise action, instinct unconsciously takes charge of the or- 
ganism and temporarily incapacitates us for service. Shell 
shock in the late war is a most pertinent example of this. 
To accomplish the task the pressure must be inescapable 
and every loop hole plugged. 

A display of the herd instinct is usually a sign of weak- 
ness; animals or men herd together because they are not 
strong enough to stand alone. They come together partic- 
ularly for defensive or for predatory operations, but as soon 
as the danger from enemies or from hunger is passed, the 





November 5, 1934] 





Vital Speeches of the Day 











instinct of acquisition asserts itself and individual needs or 
desires have preference. Cooperation to fight against outside 
groups does not prevent free and unrestricted competition 
within the group. Under these conditions nature saved the 
best, and kept breeding a higher type century by century. 

There are those who shake their heads and tell us 
again that nature is a back number. Her method was all 
right when instinct controlled, but now intelligence con- 
trols the human race and with it we have come into the 
age of cooperation. ‘The trouble with that statement is 
that it lacks the essential element—it is not true. Instinct 
is still the dynamo of the race and furnishes all the motive 
power. If conditions are present which prevent competition 
for the necessities or luxuries of life, if these things are ob- 
tainable without struggle, or if combined action of the 
groups prevents individual strife for the things which are 
wanted, then the cleaning and selecting processes of nature 
are interrupted or side tracked, and she knows no way of 
winnowing the wheat from the chaff. 

Yes, but what about times of emergency? Man’s ex- 
tremity was nature’s opportunity for then came the time 
of most severe competition. Glacial periods, famine, floods, 
and other similar calamities were the days of eliminating 
the unfit. Men did not sit with folded hands waiting for 
the government official or an undertaker, but they fought for 
the favored spots and the means of subsistence. That may 
be somewhat crude for these days, but it was effective! 

The rugged individualist still has his place, and he 
should be given a chance. His chance is in the maelstrom 
of competition. Eliminate that and the race goes soft. We 
may make a concession to emergency when social legislation 
may be temporary and ample but not generous, but when 
social legislation becomes permanent and as ample as now 
proposed it is debilitating, degenerating, and destructive. 

Look for a moment at the Pilgrim Fathers, considered 
the moral and intellectual foundation of the nation. Land- 
ing at Plymouth as winter began, with little provision for 
the cold, food anything but plentiful, they found an emerg- 
ency if any group of our nation ever did. Who met the 
emergency for them? Did the government build them 
houses or provide their clothing, or furnish provisions? It 
did not—these people met the emergency themselves with 
fortitude and courage. Half died the first winter and every- 
one of them met suffering and privation. Those were test- 
ing times and developed men with iron in their blood and 
granite in their souls. 

A quotation from Emerson’s Journal hits the nail on 
the head. “The harvest will be better preserved and go 
farther, laid up in private bins, in each farmer’s corn barn, 
and each woman’s basket, than if it were kept in national 
granaries. In like manner, an amount of money will go 
farther if expended by each man and woman for their own 
wants, and in the feeling that this is their all, than if ex- 
pended by a great Steward, or National Commissioner of 
the Treasury. Take away from me the feeling that I must 
depend on myself, give me the least hint that I have good 
friends and backers there in reserve who will gladly help 
me, and instantly I relax my diligence.” 

Under the so-called social legislation enacted or im- 
pending, every avenue is opened to escape. The pressure 
is away from struggle and work and each one is incited 
to become a public charge. The World has reserved its 


big prizes for those with initiative and for those who ask 
no favors, but by social legislation all initiative is destroyed, 
all responsibility is removed. The moron, the insane, the 
indigent may have ail the children they can procreate, they 
know that someone will feed, clothe, educate, and support 
their offspring—why should they worry? The government 
will care for us, so we should all lean on the government. 
But who is the government? Just the combined people and 
someone must work to support the government. 

The idea that the government is something more than 
a combination of individuals is a heresy. The same prin- 
ciples that rule the one rule the other. Can the individual 
live without some support? Can a number of individuals 
live together any better without support? A few months 
ago we were promised that as a people we could drink our- 
selves into sobriety, prosperity, and law observance. Did 
any individual ever do that? Sensible people knew that a 
combination of individuals could do it no better, and already 
we are seeing proof of it. 

Spending money like a proverbial drunken sailor never 
made an individual prosperous, especially spending money 
whith he did not have—the reckoning day always comes. 
No more can it so make a combination of individuals pros- 
perous. When is added the dysgenic influence of easy living 
provided by social legislation—hell is opened wide. When 
debts pile up by the billions and at the same time the rugged 
individualist, who must be depended upon to pay the debts, 
is prohibited by legislation from making or saving any 
money, there seems to be a fallacy somewhere. 

Will it be rugged individualism or ragged collectivism? 
Judge quickly, there is no time to waste! 

Social legislation, which may flatter our dispropriate 
sense of altruism for a time, is bound to fail eventually for 
one of two reasons or for both. It will fail for the same 
reason that any wide form of socialism will fail—the in- 
stinct of acquisition is too strong and too fundamental. 
Further than that, this instinct is an individual affair, and 
decreases in geometrical proportion as the group increases in 
size. A person will work for himself, less strenuously for 
his firm, still less for his community, and still less for the 
nation as a whole; in fact, the nation is his prey, and he 
proceeds to plunder it. He has also an altruistic instinct 
but this functions after he has acquired. It may be a round- 
about way to do things, to acquire in order to give away 
instead of working directly for others, but such is our way, 
and the history of mankind will easily demonstrate why it 
should have developed that way. 

But there is another and equally potent reason—social 
legislation is dysgenic and will either destroy the race or 
else will weaken it so that when a few strong, rugged 
individuals appear, they will take over the rule of the coun- 
try and use it for their own benefit, the great mass being 
too mentally infirm or too lethargic to oppose. Degenera- 
tion is just as real a biological process as evolution and the 
process of degeneration is just as weil known. Jesus was 
one of the world’s most rugged individualists, that is why 
they crucified him. He understood nature’s law of degen- 
eration. Did he not tell us that the unfaithful, the sloth- 
ful, the lazy lose even the little they have, while what they 
had is added to the store of the lifters? And he approved of 
it. “Thou shalt earn thy bread by the sweat of thy brow” 
was not a primeval curse but a law of progress, and any 
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legislation which trys to turn this law inside out is doomed 
to failure or those under this law as doomed to destruction. 

Because a man is a rugged individualist does not mean 
that he is driven from the herd; as a matter of fact he is 
the most important part of it. The time is going to come 
when we shall admit that we weigh men instead of count 
them. A minister talks about having three hundred mem- 
bers in his church when he knows that ten of them are 
worth more than the others combined; we group members 
of a profession on a basis of equality when everybody un- 
derstands that a picked ten will outweigh one hundred— 
and in both cases these ten are the rugged individualists. 
‘These ten are members of the mob, and it is well that they 
are for they are the salt which will save it. When we set 
the rugged individualist over against the masses, we are 
only setting one fraction over against another, both com- 
bining to make the total herd which peoples this obscure 
planet, and both will rise or fall together. 

Of what use is this rugged individualism to the in- 
dividual himself? Why, that is easy, he is a success! 
What are the rewards of success? Again the answer comes 
quickly. ‘The external rewards of success are to be mis- 
understood, misjudged, maligned, and, if successful enough, 
to be stoned or crucified. The man with the microbe mind 
cannot understand how a person can be rich and honest— 
if he has money, of couxse, he stole it; if he claims author- 
ship, of course, he plagiarized; if he wins an election, of 
course, he bought or purloined it. There you are—the 
rugged individualist is charged with all the crimes on the 
calendar by those whose brain cavity is not sufficiently oc- 
cupied. to enable the possessor to understand how success 
can be attained except by illegal means—haven’t they tried 
for it honestly and failed? The rugged individualist does 
not explain, he does not deny, he does not recant—he has 
not time, he continues to do his job in his big way and to 
receive his real reward in the consciousness of accomplish- 
ment. 





The task of education is an individual affair, and if 
rugged so much the better. We cannot educate masses as 
masses, but only the individuals who make up the masses. 
In fact, we cannot educate anyone, we can only provide 
the means of education and let those who wish, help them- 
selves. Some do, they are the rugged individuals. Of 
course, among college students the mob demands conformity, 
but in spite of this some individuals stand out like the moon 
amid the mob of stars, clearly, naturally, inevitably—such 
is the ruggedness of some individuals. 

Is education a training for life? If so, then it should 
be individualistic, for all jobs worth doing are one-man 
jobs. They consist of doing things which cannot be dele- 
gated, for the man to whom you could delegate them has 
another one-man job as big or bigger than yours, and there 
are not enough big men to go around. Training to meet 
unique situations is the task of the Arts college, and meet- 
ing a unique situation is a responsibility individual and in- 
divisible. 

After all, no one can teach you anything. Nine-tenths 
of what a professor knows you can find in books, if you 
know what books to find it in, and the other tenth consists 
of deductions which he had made from his knowledge. You 
can make the same deductions, or better ones, if, as, and 
when you have the same or better knowledge. The great 
teacher is not the one who unloads on you, but the one who 
inspires you with an insatiable passion to know, one in whose 
presence you determine to live a greater and higher life. 

The rugged individualist must treat the wine-press 
alone. It is a lonely life, but it is comparatively easy for 
him to keep in step. His journey may lead him to calvary 
but in so doing it leads him also to immortality in the 
history of his race, because it enables him to contribute 
rare and previously unthought of riches to the mob which 
misunderstands and persecutes him. 


A Look Ahead 


By DAVID LAWRENCE 


Delivered before The American Bankers Association, at Washington, October 25, 1934 


to ask “What is ahead?’”, indeed if there is a group 

with an obligation to look ahead, it is the group who 
are acting as trustees for the deposits of the American 
people. 

As trustees you have invested about one-third of the 
money of the American people in government bonds. 

You are, therefore, asking not merely on behalf of 
yourselves but on behalf of your fellow-citizens a single 
pertinent question—what does the government intend to 
do to you, for you or with you? 

There were days when you could ask an economist to 
chart the future. There were days when you could ask 
your Senator or your Congressman to chart the future. 
There were days when you might ask the President of the 
United States to chart the future. 


[ THERE is one group in America who have a right 


But it is no reflection upon any of these men to say 
that they cannot know the future. It is more accurate 
perhaps so say they cannot control the future. The future 
lies with the forces that have been unloosed in America and 
throughout the world, forces bigger than kings or presi- 
dents, forces inflamed by passion and prejudice as well as 
by suffering and privation, forces led as we see in Europe 
by theatric dictators bent upon self glorification, and forces 
led as we see in America at times by those who are merely 
masters of epithet and denunciation, and led at times by 
schemers for an entirely different social system, and led at 
times by conscientious spokesmen for a new liberalism. 

But I should like as an independent observer to dis- 
cuss with you politics in a broad sense for I believe it is 
the very crux of our whole problem in trying to chart the 
future. The Presidency is a political office. In Europe 
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the prime minister is usually a political leader. He could 
not be otherwise and retain his majority in parliament. 

I regard President Roosevelt as a great political leader. 
It has been my privilege to know seven men who have oc- 
cupied the post of Chief Executive of the United States. 
I would say without hesitation that none has had the re- 
markable gift of intuitive reasoning or the faculty of per- 
ceiving the fine currents of American life that is possessed 
by the man in the White House today. 

To some critics this is a sign of weakness, a short- 
coming in character. To me it is just the opposite. I be- 
lieve that true character in politics is a kind of patient toler- 
ance, a readiness to change when experience demonstrates 
the unsoundness of a course pursued, a breadth of view and 
a breadth of mind which is ready to change a public policy 
the moment the facts persuasively convince the makers of 
public policy that such a change should be made. 

There are persons, of course who think the future of 
America is bound up in the will and desires or whim of 
one man—our President. They say, “If he will only tell 
us what he is planning to do, what he is thinking about for 
the future, we can make our plans.” 

I am convinced that Mr. Roosevelt speaks frankly when 
he says he does not know what American policy is going 
to be far ahead, from one play to another. He has often 
said that his team is scoring but he would not be sure 
whether the same set of plays would be used in the second 
quarter as in the first. 

My own belief is that the same set of plays which 
worked in the first year and a half of the present Admin- 
istration will not work again. Some of our New Deal 
friends may not relish it but they will find themselves com- 
pelled to dig up some of the old plays that used to win 
victories in previous games, plays that are good for sub- 
stantial gains and plays that the American team can master 
because it is familiar with the signals and with the for- 
ward movement they have again and again given us in 
the past. 

If, therefore, we seek a look into the future, let us 
examine the forces that are so vocal today in America, the 
forces that have found in these topsy turvy days some curious 
spokesmen, some odd searchers after panaceas and new laws 
of human nature if not always new laws of government. 

Let us concede that the forces of discontent began in 
1929 and 1930 to assert themselves. Superficially it might 
be said that these were the people who lost money in the 
panic and that where the pocket nerve is touched loud out- 
cries may be heard. But we do not begin to understand 
the nature of our problem if we brush aside the forces of 
discontent as simply the unfortunate victims of a stock 
market collapse. 

We must look deeper for the causes. We must look 
farther back than 1929 for the culprits who unloosed in 
this world the terrible forces of a distressed and distraught 
mankind. The revolt of today throughout humanity is a 
revolt against the few by the many, against the few men 
possessed heretofore of the reins of government who by acts 
of commission or omission failed to guide the destinies of 
their people away from the slaughter of the battlefield. It 
is a revolt against the horrible aftermath of war—unem- 
ployment—caused by the economic confusion growing out 
of war itself. 





The revolt of today, like all revolts in history, has gone 
far beyond the point of the original grievance or complaint. 
This was to be expected. Excesses are a natural corollary 
of revolutions. But it would be a fatal mistake if those 
who have been leading the revolt whether it be in America 
or in Europe should for one moment think that the people 
will ever accept a new tyranny for an old autocracy, a new 
repression of the human instinct in place of an old system 
gone wrong. 

We must have faith in the fairness, the common sense, 
the forebearance of the American citizen. He is slow to 
anger but he is not vengeful. He is quick to perceive in- 
justice and to punish it but he will never yield to a small 
group of men in either political party the vast powers which 
by the Constitution of the United States have always been 
and always will be reserved alone to the people of the United 
States. 

I have been watching government with close attention 
here in the national capital for just about a quarter of a 
century. This is a long span in the cycles of government 
in America but it has not left me cynical, it has not dis- 
turbed my fundamental belief in the value of democracy 
and it has not destroyed my conviction that America even 
when she stumbles and blunders does stumble forward and 
not backward. 

The outstanding characteristic which has impressed me 
in 25 years of study of government is that we have never 
learned the true technique of government and that most of 
our controveries and disputes arise because of an unwilling- 
ness to respect that technique. 

Let me illustrate: The World War has been on just 
about a month when one of the men in the Navy who 
had charge of purchases, who came in contact with business 
more than anybody else in the Navy Department issued an 
order for all naval officers to wear their uniforms when 
on duty. I asked the Admiral in charge why he had issued 
the order and he said: 

“When a man wears the uniform of the government of 
the United States, he is reminded that he is serving the 
government of the United States. And the men who come 
to do business with him are reminded that they are doing 
business with their government.” 

I like to think of that episode because I know that there 
are many men occupying positions of trust and responsi- 
bility in this very government of ours today who have 
forgotten that they are servants of all the people, that they 
are for the moment entrusted with the broad powers of 
governmental authority. They seem to act sometimes as 
if they were representing a particular group of reformers 
or a particular kind of players in the game of national or 
local politics. 

I should be the last person in the world to decry the 
introduction of brains in government. I think the so-called 
brain trust represents a trend in government which cannot 
be dismissed lightly. It is one of the reactions against in- 
competency in government, if not lassitude in public office, 
against a readiness to assume that nothing can be done and 
nothing should be done by government to help the people 
out of their economic misfortunes. 

But the brain trust represents only one technique—the 
academic. It does not take into account the administra- 
tive techniques with all the elements of fairness and im- 
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partiality that ought to go with the exercise of every single 
bit of power under the authority of the government of the 
United States, whether exercised by the lowest ranking 
clerk or by the highest executive officers. 

The brain trust group is lacking also in another tech- 
nique—the practical technique, the technique that comes out 
of actual experience with economic forces and currents. 

Some day I hope we shall have in the government 
service officials who have more than one technique, men 
who have had the benefit of academic training and yet the 
practical approach, too, men who do not look upon the 
people who write them or visit in their offices as dishonest 
just because they are participants in the profit and loss sys- 
tem. I hope we shall have officials who do not look upon 
the advice and counsel of men of experience in economic and 
financial affairs as entirely suspect just because it is the view 
of a special group or class. 

I suppose most of the men to whom I refer in the brain 
trust would argue that they are assimilating various points of 
view. In due time they will. But they should not be vested 
with discretionary authority until they are truly capable of 
administering the public affairs of this country. 

This is a government of delegated powers. The Presi- 
dent, for example, is given vast authority but he relies on 
hundreds of subordinates to act for him. It is the very 
essence of good government and fair government that these 
subordinates should be fair and impartial and not partisans 
either of a political creed or of a philosophy which, how- 
ever commendable it may be, cannot be forced down the 
throats of any group of men in a free democracy without 
repercussions and resistance, the extent of which may defeat 
the original purpose of the reform. 

But if the brain trust is a recent influence that is open 
to criticism, I would say that its capacity for mischief is 
infinitesimal compared to another influence which I have 
seen grow in intensity for the last 25 years, namely the 
political cancer. 

I use the term politics now in its most vicious sense. 
For, notwithstanding the professions of virtue, which some 
of the spokesmen of the present Administration glibly articu- 
late, the hold which the strictly political has upon the per- 
sonnel of government is today much more pervasive than 
anything I have ever witnessed in all my years in Washing- 
ton. 

To the victor belongs the spoils is the creed of this Ad- 
ministration and I might add of an overwhelming ma- 
jority of both houses of Congress. It has been true under 
Republican Administrations. It is true today under the 
New Deal. It arises out of a false conception of duty to 
political organizations. Somehow many of these men who 
hold public office think of the government as their own 
private affair, to be operated for the benefit of themselves 
and the persons to whom they are under political obligation. 

Politics creeps into government no matter what the 
bureau or department. One Cabinet officer not long ago 
invited an eminent specialist to come to Washington to 
serve a position of importance in a technical field. The 
Cabinet Secretary was obviously delighted that he had per- 
suaded the man in question to give up his work and come 
to the government. “But what is your political affiliation,” 
asked the Cabinet Secretary. His visitor had the courage 
to reply: “I don’t see what difference that makes. I came 


to Washington to serve the government and not a political 








party.” 

And what of the Cabinet member? He answered: 
“You're absolutely right. I agree with you 100 per cent, 
but unless I ask you that question a certain Cabinet of- 
ficer not far away will get after me.” 

But, we might inquire, is the man who controls politi- 
cal appointments in this Administration wholly to blame or 
is it the system? I say the people—the voters—are to 
blame. They allow themselves to be deluded into believing 
that politicians are any better in the Democratic party than 
in the Republican. If some day the American people rose 
up in their wrath and forced the politicians to take their 
hands off the public purse strings and off the payrolls by 
a system of self-denying ordinances that would take these 
unlimited powers out of the groups in office, they could 
sweep out the political vice that exists and bring into power 
a clear personnel functioning only in the public interest. 
Such a house-cleaning occurs every once in a while in a 
state and city government when the reaction against political 
rule becomes intense. We shall witness such a repercussion 
in the next several years because the deliberate betrayal of 
government trust today must inevitably lead to such a re- 
action. 

Until we have better personnel in government, less 
political, less partisan, less i:.terested in self and more in- 
terested in public welfare, it is folly to suggest boards and 
commissions and tribunals and departments of government 
to tell business what to do or to guide the economic destinies 
of the people. 

I hold no brief for the vices of private business. I hold 
no brief for the exploitation by men of their fellow men. 
I hold no brief for the stupidity of those stubborn em- 
ployers who would crush every aspiration of their employees 
but I maintain that bad as are some practices in private 
business, the structure as a whole is less dangerous to the 
masses when in private hands than when ruled by politically 
minded government. As between the two evils I prefer 
the system which places more reliance on the individual and 
upon private business than upon a supposedly all wise gov- 
ernment. 

For government is helpful only as a mediator and not 
as a dictator. Government is useful as a mobilizer of the 
national spirit but not as the confessed partisan of crude 
policies of economic experimentation rejected by the lessons 
of history and the painful experience of mankind. 

I hope that some day the role of government may be 
that of the impartial administrator, the influence that brings 
conflicting groups together with the idea of persuading them 
to find a common solution. But I do not want to see gov- 
ernment in the role of boycotter or dominated by those in- 
tellectual acrobats who believe they can change the rules of 
the game without consulting the contestants. 

We are passing through a stage new only to this gen- 
eration but it is an old, old story in history. It is the 
story of how gradually the freedom of peoples is taken 
from them bit by bit until the despotism of the absolute 
monarch combines and centralizes all functions of govern- 
ment in a single institution. The names and titles change 
but not the system. No czar of Russia had more absolute 
power than the European dictators of today. 

Looking back over American history, we find that again 
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and again we have had periods of exploitation in the interest 
of a small group—a political or economic autocracy—and 
these exploitations have produced reaction after reaction. 

First we had the era of exploitation of our frontiers, 
the exploitation of lands for private gain, then the era of 
exploitation of the people by trusts and vast corporations, 
and now we have come to the era of exploitation of the 
public funds by politics. For today we are witnessing under 
the guise of public welfare, an attempt by political groups 
and leaders to consolidate into a single government both the 
political and economic power in America. 

Such a merger, such a combination in restraint of hu- 
man freedom, such a centralization of power must not and 
cannot be permitted to prevail. 

Our forefathers believed in a system of checks and 
balances. They believed that the economic system must be 
allowed to flourish without exploitation by the politicians or 
by political government. They even went so far as to 
provide a system of checks and balances within government 
by setting up a system of state governments and a system 
of federal power mostly to coordinate the relations of states 
to each other. But they went further and provided within 
each state government and within the federal government 
three separate divisions of government. They did not want 
the government to be judge and jury and prosecutor all 
together. They wanted the judicial separated from the leg- 
islative and they wanted the executive establishment to fol- 
low the wishes of the people as expressed in the Congress 
and the legislatures. 

But today we are observing an effort to break down 
not only the relations of three branches in the federal gov- 
ernment under the pretense of changed conditions but at the 
same time a tendency to break down the independence of 
the states themselves. 

It would be a relatively simple thing by use of the cen- 
tralized political power and the manipulation of large sums 
of public money to make the states subservient to federal 
control. Their constitutions might remain, but their in- 
dependence would be lost. 

And with the obliteration of state government would 
go the breakdown of city government. Once you intertwine 
the arms of this huge octopus with a consolidation of politi- 
cal and economic power in America you set up in Wash- 
ington a political despotism which strikes at the root of 
the American system of checks and balances not only as 
between government and government in our dual system but 
as between the economic forces of the country and the politi- 
cal forces that seek to dominate and control their destiny. 

I said at the outset this is a criticism directed far be- 
yond any man or any group of men who happen to be in 
office today. It is a fight against a trend, against a ten- 
dency, against a rising tide that we must turn back with all 
our power and might and with all our energies, with all our 
resources and if necessary with our lives. 

For this is a serious hour in American history—a strug- 
gle for the preservation of an American system of freedom. 
It is a fight against a new tryanny masquerading today under 
the cloak of a new found liberty for the masses. It is in 
truth the beginning of an effort at political dictatorship 
which would destroy our major political parties altogether 
and substitute the dictatorship of a class ruled by a skillful 
group of self-seeking men—the new reactionaries. 


But where are we drifting? Where are we headed? I 
am convinced that the forces of reaction in America, the 
autocratic few who would deprive us of democracy will 
ultimately be defeated. For we have always been a lib- 
eral and not a reactionary nation. We have sought to be 
progressive and not retrogressive. The so-called forces of 
the left which are attempting to foist their views on the 
American people are really more reactionary than any 
financial or business barons in all our history. ‘They mas- 
querade under new names but as we have seen in Europe 
they would turn the clock back to medievalism, they would 
shun the facts of human experience and go back to the 
days before we had a Constitution or a Bill of Rights. 

‘The movement to resist such reactionaries will not be 
stilled by invective or by ridicule. The people of America 
will fight against reactionaries whether they come from the 
left wing or the right wing. Control of the purse strings 
of the nation will never for any length of time be permitted 
to rest in the hands of a few persons in Washington or in 
the control of a political autocracy of any kind. 

From time immemorial the swings and cycles of his- 
tory have shown that it has been the intention of a few 
people to get possession of the reins of government and 
to deprive the individual of his rights and his liberties. 
The cause is usually paraded as one in the public interest. 
The fallacies of such usurpation of power are not always 
immediately apparent. Sometimes a generation must pass 
before the reaction comes but the plain truth is that it does 
come. 

This is because the instincts of human freedom are 
never killed thought at times they may be lulled into a 
false security. 

What can we do about it, what shall we do about it? 
The very foundation of American life is the community. 
We must reawaken community responsibility. Whether it 
is banking or business or social reform or relief or the im- 
provement of living conditions we must begin in our home 
communities. 

We should fight against any effort to standardize or 
make uniform the things which cannot be standardized. 
Woodrow Wilson once said: 

“Uniform regulation of the economic conditions of a 
vast territory and a various people like the United States 
would be mischievous if not impossible. The statesman- 
ship which attempts it is premature and unwise. The 
United States are not a single homogeneous community. In 
spite of a certain superficial sameness which seems to im- 
part to Americans a common type and point of view, they 
still contain communities at almost every state of develop- 
ment, illustrating in their social and economic structure al- 
most every modern variety of interest and prejudice, follow- 
ing occupations of every kind, in climate of every sort that 
the temperate zone affords. This variety of fact and con- 
dition, these economic and social contrasts, do not in all 
cases follow state lines. ‘They are often contrasts between 
region and region, rather than between State and State. 
But they are none the less real and are in many instances 
permanent and ineradicable. The division of powers be- 
tween the States and the Federal Government was the nor- 
mal and natural division for this purpose.” 

How true and prophetic were those words! The 
American dual system was established to make sure that in 










































os 


gre 
a Se 


il + Zs, tote 
Fite IT igs ene Me Ree eo ate eT aR 


La ee a part ip Ard 
Le aCe 


9. UF aR Mane 
Abele ies 







































/60 


Vital Speeches of the Day 





[Vol. I, No. 3 









a territory 3,000 miles wide and 2,000 miles deep, and with 
a diversity of races and peoples, local self government should 
be the only principle of uniformity we should apply. And 
with that theory of self government went the idea that the 
people must be protected against the encroachments of gov- 
ernment and work out in each community and in each state 
the best possible solution for the local conditions that exist 
there. 

It is the duty, it is the obligation of good citizenship to 
assert the independence of every community and to em- 
phasize its responsibility. 

We should not be talking here this week of centralized 
banking, but of coordinated banking, we should not be 
emphasizing centralized government but decentralized gov- 
ernment, we should not be arguing for a consolidation of 
political and economic power in the hands of the political 
class but the clear separation of the two. 


We should not be looking forward to greater assump- 
tion by government of powers of centralized control over 
business and economic forces but of the proper use of govern- 
mental power and governmental machinery to bring about 
a better coordination of our various self governing units in 
our economic and business structure. 


Every one of you owes it to himself and to the coun- 
try to organize the thought of your community behind 
the idea of self government and community responsibility. 
The voters are sovereign. ‘The language of votes is still the 
voice of a free people. 

Every one of you owes it to the other citizens in other 
communities to participate in and actively engage in every 
movement in your community that will resist encroachments 
by political government on the freedom of the individual. 

Let us gird ourselves for the fight against the new tyr- 
anny and the new depotism. 

Let us aid those sensible, sane thinkers irrespective of 
party label whether in federal or state or city government 
who do recognize and do deplore these endencies and who 
need your help in fighting the demagogues who would capi- 
talize prejudice and suffering and destroy our system of 
government for their own ends. 

As we look into the future from a long range per- 








spective, we need have no doubt of the outcome. We need 
have no fear of the result. 

The road ahead may be tortuous and difficult. ‘It may 
present discouragements. But we ought not to forget the 
words of a great President of the United States who said: 
“TI would rather lose in a cause which some day will 
triumph than to triumph in a cause that I know must some 
day fail.” 

The future course then of America depends upon how 
long a time it takes for the American people to learn the 
facts involved in the basic issues of a combined political 
and economic control of their destinies. ‘The implications 
of this struggle have thus far been perceived by only a 
relatively small number of persons. When the American 
people know all the facts, when the pros and cons have 
been debated and the facts of experience have blazed their 
way through thickets of unwise action and usurped power, 
we shall see a reintegration of the American people and 
then a progressively improved economic condition. I have 
an abiding confidence in the collective wisdom of the people 
when they do know the facts. 

It is a time for clear thinking and for comprehensive 
education and intelligent leadership. We need in this great 
crusade a fighting spirit and a willingness to make sacrifices 
as others have made in generations gone by. Let us not 
flinch from the task. Let us not be lulled into inaction by 
honeyed words of solace or the apologia of the adroit par- 


tisan. Let us always recognize social change and human 
rights for their true worth. Indeed, let us take as our 
motto: Responsible Individualism. 


For in this way the American pioneer has conquered in 
the past, and in that spirit we shall drive away suffering 
and depression and bring contentment once more. Eco- 
nomic recovery in America will come only when we re- 
cover self reliance and the will to self government and 
when we have generated a nation-wide force built upon 
true community responsibility. 

The answer, therefore, to what is ahead lies not in 
Washington but with the public opinion of the United 
States as it shall arise in the next several years from the 
people in every community in the land. 

The battlefront is back home. 


The Proper Training for Government 


By HON. WILBER L. CROSS, Governor of Connecticut 


Delivered at Union College, Schenectady, New York, on October 11, 1934, the evening before the 
inauguration of President Fox. 


devote the evening before his inauguration to a discus- 

sion of the proper training for government. President 
Fox comes to you from Columbia University. It must be 
in the minds of all of us that Alexander Hamilton was also 
a graduate of King’s College before it bore the name of 
Columbia. After the death of that brilliant young states- 
man your President of that time pronounced a famous eulogy 
on his life and character. To Eliphalet Nott, Alexander 


|; is a happy inspiration that your new President should 


Hamilton was an ideal that, through a long life, he set be- 
fore the students of Union College. By the inauguration 
of President Fox of Columbia the circle of history is made 
complete. 

It has been said that of the fifty-five members of the 
Convention which gave us our Federal Constitution twenty- 
four were college graduates, most of them being young men. 
Several were still in the twenties. Hamilton had just 
reached the age of thirty, and Madison was but thirty-six. 
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Even Washington, who had already fought to a conclusion 
the War of Independence, was but fifty-five. The only very 
old man in the Convention was Franklin, who at the age 
of eighty-one tempered the spirit of youth with mature wis- 
dom. Outside the Convention was Jefferson, who had writ- 
ten the Declaration of Independence at the age of thirty- 
three. When Washington took into his Cabinet Hamilton 
of Columbia and Jefferson of William and Mary and re- 
served Madison of Princeton as an unofficial adviser, he set 
up a government of young college men. 


The college training of these three young ‘‘fathers of 
the Republic” hardly extended beyond elementary mathe- 
matics and Latin and Greek, along with the history of 
Greece and Rome. They all soon studied law and practiced 
the profession. It was by reading and experience on the 
basis of law that they gained proficiency in the management 
of public affairs. All three read Hobbes, Sidney, Locke, and 
Hume, deriving most from Locke. They did not read 
casually, but pondered everything they read, sometimes tak- 
ing notes; and as a result they came out with something new. 
Jefferson, more than the other two, expanded his knowledge 
of government by a study of French writers on law and 
government. His reading comprehended nearly all of them 
who flourished in his own century, conspicuous among whom 
were Voltaire, Helvetius, and Montesquieu. When he 
wrote “that all men are created equal, that they are en- 
dowed, by their creator, with certain unailienable rights, 
that among these are life, liberty, and the pursuit of hap- 
piness,” he was writing in the style of Rousseau, who de- 
clared that “man was born free but is everywhere in chains.” 

Each of the three—Jefferson, Hamilton, and Madi- 
son—beginning with the doubtful doctrine of “natural 
rights,” which they renamed “unalienable rights,” developed 
his own political philosophy before arriving at the age of 
thirty. Jefferson you find best in the Declaration of Inde- 
pendence and his First Inauguration Address. Hamilton 
and Madison you find best in The Federalist and in Wash- 
ington’s Farewell Address, in which they bore a hand. So 
well did they merge theory and practice that they were able 
to express themselves in maxims and principles of govern- 
ment. It is for this reason, as well as for their soundness, 
that their writings have had so great an influence upon 
posterity. Washington’s Farewell Address is a collection of 
maxims, morallized into advice, which had become common 
property of the entire group. How often we hear repeated 
Washington’s counsels in The Farewell Address against sec- 
tionalism and in favor of the Union as the main prop of 
liberty, on obedience to law, on the rights of person and 
property, and on religion as the sanction of law. 

So, too, Jefferson in his First Inauguration Address 
reduced his political philosophy to principles which have be- 
come equally potent. His phrases are as much quoted today 
as ever. Some of them are “economy in the public expense” ; 
“freedom of religion”; “freedom of the press”; “the support 
of the state governments in all their rights”; and “honest 
friendship with all nations, entangling alliances with none.” 
The famous expression “entangling alliances,” you see is 
Jefferson’s not Washington’s. But Hamilton was the first 
to have a vision of the United States of America. He was 
hardly more than a boy when he had in his imagination “the 
noble and magnificent perspective of a great Federal Re- 
public, closely linked in the pursuit of a common interest, 





tranquil gnd prosperous at home, and respectable abroad.” 
In the Federal Constitution, which was, destined to become 
a reality within a few years, were embodied, with many ad- 
justments to one another, the combined political philosophies 
of Hamilton and Madison and Jefferson. You cannot find 
in history a greater practical achievement in constitutional 
government. 

It should be remembered that the problems of govern- 
ment were then much simpler than they are today. These 
young men thought mainly in the terms of the development 
of a country given over largely to agriculture—of plantations 
in the south and of communities of small farmers in the 
north and to the west. Jefferson went so far as to prophesy 
that there would be room enough in the United States for a 
hundred and perhaps a thousand successive generations. It 
is true that he and the others would encourage commerce 
but only as a handmaid to agriculture. They had no vision 
of the industrial age which is now upon us. Washington 
might wear a suit of clothes made of woolen cloth manu- 
factured in Connecticut, but he could have no second sight 
of the textile strike which has just prostrated the Atlantic 
seaboard. 


Young men today must be trained to cope with the most 
dificult problems of an industrial civilization. A generation 
ago the ideal of a college education used to be stated as “the 
complete and harmonious development of all the powers of 
personality.” That ideal will no longer do for the great 
majority. The time has come to revert to the ideal of those 
young men who organized our Federal Government. ‘Their 
ideal, though perhaps unexpressed, was the realization of 
personality through service to their communities and, if op- 
portunity arose, to the state and to the nation. As if in 
anticipation of a new age, colleges and universities have long 
been ready to give to their students the fundamental instruc- 
tion for citizenship and political science, economics, sociology, 
government and public law, and the political, social, and eco- 
nomic history of the United States and Great Britain. It 
is a wide sweep of knowledge which embraces also a back- 
ground of anthropology, psychology, and the physical 
sciences. Here certainly is God’s plenty. Hamilton and 
Jefferson would be astonished by this modern display. And 
yet they learned from Adam Smith an economic law which 
the nations of the world are now trying to circumvent. It 
is the law that in the long run there can be no foreign trade 
without a fairly equal exchange of commodities. 

It has long been the policy of our national government 
to call in as advisers scholars who have distinguished them- 
selves somewhere in this vast realm of knowledge, particu- 
larly in finance and taxation. They have been attached, I 
think, to nearly every department of government during the 
last quarter-century. Without their advice in these difficult 
times no government could succeed. Experts have, how- 
ever, generally been kept in the background for political rea- 
sons. No President before Franklin Roosevelt has ever 
brought them to the front in a number large enough to con- 
stitute a group which is playfully called a “brain trust.” In- 
dispensable as expert economists are, what they have to give 
is only advice in a science where there is a large range of 
conflicting forces whose combined effect it is difficult to fore- 
tell. It must be admitted, of course, that as a general 
proposition what is true in theory is also true in fact. And 
yet a theory, however sound it may be, may be unworkable 
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in connection with other theories equally sound. Hence it 
is said that every economic theory must be slowly tested by 
statesmen on whose shoulders rests the burden of actual 
government. 

The British way to government is somewhat different 
from ours. For their civil service the British take the very 
best young men they can obtain from the universities and 
vive them a chance to rise. Eventually these young men 
become the experts upon whom the ministry, whether Liberal 
or Conservative, depends. On the other hand, in all depart- 
ments of the American government secondary positions are 
as a rule held by men of inferior training. Accordingly, it 
is rare for any one of them to become an expert. They 
remain to the end clerks sitting at a desk, engrossed in detail. 
Until our civil service is reformed, there is, I fear, no 
congenial place in it for college graduates ambitious of 
winning in government positions commensurate with their 
attainments. 

It is also more common in England for a young college 
vraduate to enter upon a political career. If you will look 
over the long line of distinguished British statesmen, you 
will find that for the most part they began their political 
careers at some point in local government; afterwards they 
obtained a seat in Parliament; and at last, if they developed 
extraordinary ability, they rose to Cabinet positions under a 
Prime Minister who had traveled the same or a similar 
road. In my own time Great Britain has made a fine dis- 
play of men of the highest intellectual attainments as po- 
litical leaders. There have been, for instance, Gladstone 
and Haldane and Morley and Balfour and Bryce and 
Asquith. 

The English tradition was taken over by Washington, 
and it remained in reasonable force down through the admin- 
istrations of John Adams, Jefferson, Madison, Monroe, and 
John Quincy Adams. Then came the break under the 
slogan, ‘“To the victor belong the spoils.” The old tradition 
has never been quite retained, although there have been in- 
dividual statesmen of the highest type in the Cabinet and 
in both branches of Congress, such as Webster and Clay and 
Calhoun in the middle years and afterwards Evarts and 
Sherman and Hay and Root and Hughes. 

The time has come for our democracy to recover the 
tradition that goes back to Washington. If you will read 
carefully the writings of Jefferson and Hamilton, you will 
find that their political philosophy, in each case radical at 
first, slowly changed with experience. As time went on 
Jefferson had to modify a philosophy based upon the assump- 
tion that all men are by nature good; and Hamilton was 
forced to come to the conclusion that all men are not by 
nature bad. They learned this lesson by association with 
mankind. ‘They discovered like Cicero ages before them that 
the completion of all knowledge is in its application. Both 
hegan their political careers when hardly more than boys. 
Jefferson was elected to the Virginia House of Burgesses at 
the age of twenty-six and was in the Continental Congress 
at the age of thirty-two. Hamilton became a member of 
the Continental Congress at the age of twenty-five and rep- 
resented New York in the Annapolis Convention at the age 
of twenty-nine. Thus all their theories of government were 
tested and modified by experience before they became mem- 
bers of Washington’s Cabinet. During the period they 








learned also precisely how government is conducted, which is 
an art that cannot be acquired from books. 

So I advise all of you young men who are looking to 
political careers to follow the example of Jefferson and 
Hamilton. Associate yourselyes with the party with whose 
principles you are most nearly in accord and take an active 
part in your town and state governments. You will find 
the problems confronting you there essentially the same as in 
the national government, though they may be simpler. In 
your communities, however small they may be, you can try 
out what you have learned in college and become as familiar 
with the procedure of government as if it were a second 
nature for you. 

Consider, for instance, as I have written elsewhere, the 
question of taxation as it affects the welfare of a town or a 
municipality. In this one question is involved the organiza- 
tion of the local government, the prosperity of business from 
the manufacturer down to the small shopkeeper, the main- 
tenance and extension of roads and streets, adequate support 
of public libraries, public schools, and humane institutions, 
along with a multiplicity of subordinate details necessary for 
the material and spiritual prosperity of a community. 
Nowhere else in the structure of our government do the 
people receive so little for what they pay. Do not be afraid 
to begin your political career at the very bottom. What 
you learn by experience there will give you a perspective 
and a knowledge of men which should prepare you for posi- 
tions of high public trust in the government of your state or 
of the nation. 

You may inquire: “What about yourself, Governor? 
You were never elected to any public office until you be- 
came the Chief Executive of the State of Connecticut.” 
There are just enough exceptions to my advice to prove the 
rule. From boyhood I have observed closely, though never 
actively engaged in it, the machinery of government in the 
country town where I was born and in the city where I 
have resided for many years. At a little further distance I 
have seen also what was going on in the government of my 
state. An intense interest in public affairs which was ac- 
quired in childhood has always been with me. I learned 
from observation what I might have learned better had I 
gone down into the political arena. But as a compensation 
for this loss, I had played an active role in the administra- 
tion of a great university, where I encountered problems 
which, with all their differences, are not unlike the problems 
which I have encountered on a larger scale as Governor. 
There is no great difference between the general faculty of 
a university and the general assembly of a state. The one 
may be as easy or as difficult to deal with as the other. 

Rarely, Lord Bacon remarked, has any government 
been disastrous that was “in the hands of learned governors.” 
The finest example of this observation at the present time is 
Masaryk, who had been a professor of history before he 
undertook to guide Czechoslovakia through the perilous 
times for his country after the World War. Still, excep- 
tions, like Masaryk and Woodrow Wilson, which may be 
cited to prove rules are not trustworthy guides. It is better 
to follow the examples of Jefferson and Hamilton and the 
younger Pitt, who by extraordinary luck became Chancellor 
of the Exchequer at the age of twenty-four, though you may 
become neither a Hamilton nor a Jefferson nor a Pitt. 
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Foreign Trade 


Address by GEORGE N. PEEK, Special Adviser to the President on Foreign Trade. 


Delivered at the Dinner Session of the Foreign Trade Con- 
ference, Stevens Hotel, Chicago, October 17, 1934. 


Broadcast over National Broadcasting System. 


the subject of foreign trade. This is a subject of much 

discussion throughout the world, and it presents prob- 
lems which we must solve if we are to obtain real national 
recovery. 


1: IS a pleasure to be able to speak to you tonight on 


Like many of you, for a number of years I have been 
concerned with the interest of American agriculture, particu- 
larly in foreign trade. The heart and center of our entire 
export trade, by volume, consists of agricultural products, 
and the largest single class of income from export trade is 
that associated with the exportation of agricultural products. 
Moreover from the point of view of the aggregate income 
derived by our agriculture from the disposal of its products, 
a foreign market has played a decisive part for over three 
generations. Eighteen per cent of our agricultural income 
during the 22 years from 1910 to 1932 came from exports. 
A trifle over 5% of our industrial income came from ex- 
ports in this same period. While certain branches of agricul- 
ture and industry are more affected than others, clearly 
agriculture has a far greater stake in our export markets 
than industry. Industry, however, is dependent on the ex- 
istence of a profitable agriculture for the sake of its own 
domestic markets. It has been demonstrated during recent 
months that, for a good many sections of the United States, 
the return of prosperity must come from the grass roots up, 
rather than down from the smoke of factory chimneys. 
However, the interdependence of industry and agriculture 
in our national economy now is so generally recognized that 
I shall not debate tonight which came first, the hen or the 
egg. 

Last March I accepted from the President the appoint- 
ment of Special Adviser to him on foreign trade. About 
the same time the Export-Import Banks were organized. 
These I shall discuss later. My duties as Special Adviser 
were specified, by Executive Order, along two distinct lines. 
First, I was authorized to coordinate and review available 
data with reference to foreign trade, and second, to carry 
on negotiations with respect to specific trade transactions 
with any group or agency interested in obtaining assistance 
from the Federal Government through financial transac- 
tions, barter, or other forms of Government participation. 
I was directed to bring meritorious proposals before the 
proper Governmental agencies for appropriate action and 
to keep the President advised concerning the action taken. 


Had I known at that time that there are more than 50 
divisions, bureaus, or departments of our Federal Govern- 
ment dealing with foreign trade problems in one way or 
another, probably I should have hesitated, but after having 
agreed to undertake it, I decided to find out if I could what 
it was all about. 


Tonight I shall tell you very briefly what we have 
found from our review of available data and what we are 
dving to improve conditions and to further foreign trade 
activities. 


Our approach to the subject has been the business ap- 
proach. We have undertaken to do just what any business 
executive would do if he were suddenly placed in charge of 
a large. and diversified business, that is, to find out from the 
record of the past what the situation was and what improve- 
ment could be made. We had, however, no adequate sys- 
tem of bookkeeping for foreign trade. 

In my two published letters to the President, one dealing 
with our international trade, and the other dealing with our 
international credits, certain conclusions seem inescapable. 


As a nation we have shipped far more goods than we 
have been paid for currently. We paid a considerable part 
of the money cost of the war and contributed largely to the 
rehabilitation of Europe after the war. The unpaid balance 
on these accounts at the end of 1933 was some $24,000,- 
000,000. This unpaid balance is represented mainly by 
long-term and non-liquid obligations of foreigners to us and 
by our direct investments in foreign countries. 


Our practice of lending money abroad imprudently and 
over-generously permitted foreigners to build up from the 
proceeds of these loans a large body of short-term and 
highly liquid investments in the United States. With the 
depression the threat of their over-night withdrawal and 
their actual withdrawal substantially contributed to the de- 
moralization of our banking system and to the shattering 
of our price levels. We thus made possible our own de- 
pression by our own financial policy from 1923 to 1929. 

The discounts and commissions alone from all of this 
financing amounted to about $1,190,000,000 since 1914. 

A significant and sinister feature is that the movement 
of capital almost exceeded and dominated the movement of 
merchandise. The proportion of our dollar settlements for 
investment transactions has increased from 7.6% in 1919 to 
41.6% in 1933. This means that assuming 100 represents 
the total dollar settlements of all kinds of the United States 
with the rest of the world, 7.6% in 1919 was used in our 
investment transactions, which increased to 41.6% in 1933. 
On the other hand, 70.7% was used for commodity and 
service transactions in 1919 and only 41.8% in 1933. These 
figures speak for themselves. 

The details of the figures from which these conclusions 
are drawn are covered in my two letters to the President, 
which, with his permission, have been made public and are 
available in pamphlet form to any one who cares to send for 
them. 

Another broad conclusion to which I am led is that ex- 
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change restrictions imposed in the past few years by more 
than 35 nations have played a principal part in clogging the 
wheels of international trade. This means simply that, more 
or less arbitrarily, these countries have prevented the pay- 
ment of debts, including those of nationals owing on current 
commercial transactions, by delaying or forbidding transfer 
of funds. Without discussion of the reasons given or the 
varying degrees of justification, the result is that such coun- 
tries are in effect using the money due exporters instead of 
borrowing it from investors. 

Again, exclusive commercial agreements and barter 
transactions have been made by other nations quite generally 
since the depression started. We have a record of 180 of 
them covering all phases of international trade, from general 
tariff adjustments to specific agreements, barter between 
nationals of different countries, state trading, and, in some 
instances, trading by nationals encouraged by governments. 
This practice is not limited to the smaller nations. These 
mutually exclusive compacts have one common characteristic 
—that of leaving the United States entirely out of consid- 
eration. They have covered even such fine points in trade 
between nations as the international traffic in tourists. In 
June of last year two countries entered into an agreement 
whereby one of them traded tourists’ revenue with another 
for carloads of hogs. The basis was $40 per head for hogs 
and $60 per head for tourists. The world is indeed hard 
pressed for a medium of exchange between countries when 
such meticulous adjustments as these are necessary. 

1 shall not take time tonight to dwell upon the better 
known restrictive devices familiar to you all such as embar- 
goes, quotas, and excessive tariffs. I have undertaken to 
outline briefly the situation as we see it from the studies we 
have been able to make. In passing, I shall refer to some 
of the criticisms directed to my published reports to the 
President. I shall then endeavor to indicate what we are 
doing to improve the situation and to make it possible to 
get serious negotiations really under way. 

The first criticism is that there is nothing new in these 
reports and there is nothing to be gained by reminding the 
public of the mistakes in our international transactions dur- 
ing the last dozen years. 

Part of the criticism is justified—there is nothing new 
in these figures. For my own part, I have said so re- 
peatedly. They have remained safely filed in the Depart- 
ment of Commerce after the Finance and Investment Divi- 
sion of that Department in its published yearly reports since 
1922 called attention both to the condition and to the trend. 
I may add that in 1922 the responsible members of the ad- 
ministration were supplied with an international balance 
sheet, a copy of which is on record in Washington. 

The trouble is that in the face of these repeated warn- 
ings nothing was done by the responsible authorities to pre- 
vent the debacle which followed, even though both the con- 
dition and the trend were clearly indicated to them. 

Next, it has been and still is argued, in some quarters, 
that the country was better off as a result of the policy which 
was followed, of financing our exports through foreign loans, 
because industry was kept busy, wages were paid, there was 
general activity, and some individuals and concerns made 
profits, even if investors suffered. I disagree with that view. 
If the investors were a limited number of people of great 
means, who could stand the loss, it might have some founda- 








tion. But when the victims, in addition to the many small 
investors, were our insurance companies, trust companies, sav- 
ings banks, and small country banks, which were trustees for 
millions of small investors and depositors, every property 
owner in the nation was affected adversely by the collapse of 
our short-sighted foreign commercial and financial policy. As 
these institutions were affected, the loss spread throughout the 
land. It contributed greatly not only to the weakening of 
our whole financial structure but to the social unrest as well. 
It thus becomes a matter of national and Governmental 
concern. 

Another argument is that arrangements between the na- 
tionals of two countries, such as barter transactions, which 
contemplate balancing accounts, would result in greatly re- 
ducing our foreign trade. 

What is the use of trade without payment? In our 
normal private business activities we limit our sales to what 
we consider good or reasonable credit risks. We rely upon 
the ability of the buyer to pay. If he ca.not pay in the con- 
ventional medium of exchange, we try to find out how he 
can pay or what he can give to us that we can use to satisfy 
the debt and facilitate trade. I need only to call to your at- 
tention the practice in recent years of some of our most ortho- 
dox implement companies, and others, who gladly took wheat, 
corn and cotton in payment of old indebtedness or for new 
goods. It is true that these direct transactions frequently lead 
us into multilateral negotiations, as in this case, but that is no 
reason for decrying direct transactions wherever they are de- 
sirable, and they may be desirable in many cases. 

One other criticism is to the effect that before consider- 
ing new trade transactions, we should collect what is now 
due us by other nations. Having had long experience in 
credits and collections, I understand that point perfectly. 
The founder of the business with which I was long associ- 
ated, three-quarters of a century ago printed across the face 
of his invoices something like this—‘“all bills must be paid 
within 10 days from the date they fall due or arrangements 
made in advance for an extension, otherwise no further ship- 
ments will be made.’”’ He meant that he would insist upon 
his customers respecting their agreements to pay when due 
or arranging for an extension of time if necessary. Other- 
wise he would make no more shipments; he would not con- 
tinue to throw good money after bad. That is my view. 

We have two types of debtors always, one the kind that 
can but won’t pay, the other the kind that desires to pay 
but for the time being is unable to do so. So it is with gov- 
ernments. I am more optimistic than many people about 
ultimate payments due us from foreigners. No civilized na- 
tion will assume the responsibility of urging repudiation of 
contracts between nations. In some cases it will be neces- 
sary to make compositions or to extend the time of pay- 
ment. But in the interim are we to sit still and await pay- 
ment and make no attempt to trade? Should the answer be 
yes, it means continuation of unemployment, idle factories 
and farms and all that goes with such phenomena. We have 
had those conditions in our midst long enough. 

In my judgment, it would be far better to negotiate 
country by country to see what we can trade and at the same 
time determine what arrangements can be started at least 
looking toward payment of past due indebtedness. Without 
trade, means for payment become non-existent, and obliga- 
tions of payment become so much waste paper! 
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Now I come to the point of what we are trying to do 
in Washington to improve conditions. I have indicated that 
there are more than fifty governmental bodies working on 
one angle or another of foreign trade. There are scattered 
throughout ten regular departments of the Government, 
three independent agencies, and seven emergency agencies. In 
recent months serious efforts have been made toward their 
coordination. Much progress has been made in this direction 
and more may be anticipated. 

I have indicated that we have no adequate system of 
national bookkeeping for foreign trade. Much valuable in- 
formation has been accumulated in one form or another 
and is on file throughout the various departments and 
agencies. I am glad to tell you that within the last few 
weeks arrangements have been made for keeping books, 
country by country. Commodity studies of a comprehensive 
nature are being made simultaneously, so that, as in a private 
business, we shall know the volume and value of particular 
commodities. moving in both directions. This means that as 
soon as this work is well under way responsible authorities 
should be able to know, at frequent intervals, the condition 
and the trend of trade and financial relations with each 
country. It will be possible then for the American public 
to understand what is happening in our relations with par- 
ticular countries, as well as with the world as a whole, and 
to guard against such violent movements of capital as oc- 
curred in recent years with such disastrous effect upon the 
nation. 

I have mentioned exchange restrictions in other coun- 
tries as one of the principal barriers to our foreign trade. 
These present one of the most difficult and complex problems 
with which we are confronted. The administration is keenly 
alive to this problem and is consistently using all appropriate 
methods to bring about a relaxation of these controls. 
Further than this, in the Cuban Trade Agreement recently 
negotiated, a clause was inserted protecting the interests of 
both countries in the event of currency depreciation and ex- 
change restrictions in either country. Undoubtedly, pro- 
vision will be made in future reciprocal trade agreements 
for the protection of American exporters against exchange re- 
strictions that may be encountered. Where general trade 
agreements cannot be reached or are subject to long delay, 
specific agreements may be negotiated independently and in 
advance of the general trade agreements. Indeed, personally 
I would go further and say that in the case of countries 
exercising exchange controls against us, the satisfactory solu- 
tion of the exchange problem should be made a prerequisite 
to the negotiation of any general trade agreement. This is 
particularly true in the case of nations having favorable trade 
balances with us. In too many cases these favorable balances 
have been used for the payment of obligations in other coun- 
tries without regard to the interests of our own exporters and 
investors. In the case of nations having favorable trade 
balances with us, we are in a position to act effectively. We 
should be prepared to do so if necessary. The problem is 
not an easy one, but we are working on it and I am hopeful 
of results. 

Other barriers to foreign trade found in the high tariffs 
existing throughout the world, in the quota systems and other 
restrictive measures adopted by various governments in their 
efforts to improve or balance their trade are under. considera- 
tion. We are seeking to minimize these through negotiation 


of the reciprocal trade agreements providing for mutual 
changes in tariff duties and modification of other trade re- 
strictions. Active negotiations for such trade agreements are 
in progress with a dozen or more countries and will be 
undertaken with other countries as soon as time and oppor- 
tunity permit. 

A more serious problem is presented by the extensive 
practice of foreign governments in making special and ex- 
clusive trade agreements with other countries, the benefits of 
which are not extended to our citizens in spite of existing 
most-favored-nation treaties. We cannot expect to get some- 
thing for nothing; and accordingly until we are ready to do 
business with other countries on a quid pro quo basis, we 
cannot hope to obtain the advantages, or the trade, involved 
in these special agreements. We are endeavoring to meet 
this condition by the negotiation of special agreements of our 
own with foreign countries. It may be that to make these 
serve American interests effectively under existing conditions, 
we may be obliged to resort temporarily at least to our 
earlier policy of extending most-favored-nation treatment 
only to nations which reciprocate in fact. If this proves to 
be the case there need be no undue alarm. Foreign trade 
policy must be based on actual conditions and not upon 
theories. There is no one formula to solve our foreign trade 
problems. Foreign trade is fully as complicated as domestic 
trade, and it has the additional complexity of using differing 
systems for the measurement of values and differing media 
for their expression. 

In another important field, through the Export-Import 
Banks, to which I referred at the beginning of my remarks, 
the American Government is now in a position to offer ade- 
quate facilities for financing American exports on intermedi- 
ate and long-term credit bases. 

Our present credit machinery, designed at a time when 
we were a debtor nation and a heavy exporter of raw ma- 
terials, was never overhauled after we became a creditor 
nation and a potential exporter of finished products. The 
Export-Import Banks are ready to handle sound business in 
the foreign trade field, to assist in barter transactions, and 
to cooperate with commercial banks and other financial in- 
stitutions in handling business which on account of its matur- 
ity, its size or other unusual conditions can qualify for con- 
sideration by the Export-Import Banks. 

The Banks definitely do not propose to subsidize exports 
at the expense of the taxpayers, to furnish capital for wildcat 
promotional developments in foreign lands, or to act as a 
collection agency for old slow accounts. With the record of 
the past decade clearly in our minds we would rather handle 
a little good business than a lot of bad business. A good mer- 
chant never oversells a customer, and a good credit man 
helps a customer to remain a good risk. 


I have tried to outline to you some of the high lights in 
the confused and confusing field of foreign trade. In closing 
I shall present to you some of the personal conclusions I 
have reached with respect to our future foreign trade policy. 


In the first place, it seems clear that foreign trade has 
become a definite and direct concern of the Government. 
Under modern conditions our exporters compete with na- 
tionals of foreign countries who are being actively and 
heavily backed by their governments. Unless our foreign 
trade interests receive similar backing and assistance from 
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our Government they will be unable to compete effectively 
or on equal terms in the markets of the world. 

In the second place, in order to develop consistent and 
effective foreign trade policies, the present independent juris- 
dictions over foreign trade activities in our Governmental 
set-up should be tied together and should function under uni- 
fied direction. 

Third, accurate and up-to-date records of our commer- 
cial and financial relations with each individual country must 
be kept. 

Some of you may think that this is just another recom- 
mendation for a bureaucratic or academic survey involving 
more expense for the burdened taxpayer to meet. In point 
of fact, if the job is properly done, it will make it possible 
at last to eliminate some of the overlapping services working 
with diverse kinds and sets of information and diverse or 
conflicting points of view. We must know how we stand 
on our trade and international balances at any given time if 
we are to steer cur course intelligently. 





Fourth, keeping in mind that international trade cannot 
move on a one-way street and that we must increase imports 
if we are to be paid for increased exports, I think that we 
should pursue « policy of selective exports and imports. We 
should send avcrvad, preferably in manufactured form, those 
products we can best produce, particularly those agricultural 
products which are the backbone of our foreign trade and of 
our domestic prosperity. We should take in return those 
raw materials which we need and such other products the 
importation of which will do the least violence to our do- 
mestic economy. 

It may be argued that this means more government in- 
terference with business, more regulation. That may be 
so, but I am not alarmed at that. Under existing world con- 
ditions it is my firm belief that with some government assist- 
ance and direction in the field of foreign trade and finance 
the need for regimentation in our internal affairs may be 
eliminated largely and a long step taken toward national 
recovery. 


The Banker’s Responsibility 


By JACKSON E. REYNOLDS 
President, First National Bank of New York 


Before the Convention of the American Bankers Association at Washington, D. C., October 24, 1934. 


Gentlemen: 
My remarks will be brief, simple and earnest. 

Because of events with which we are all familiar, there 
exists today, I regret to confess, evidence of misunderstand- 
ing between many of our country’s bankers and those whose 
duty and responsibility it is to administer the affairs of the 
country. 

I am profoundly convinced that this contributes to the 
ills from which we are suffering, and I believe its removal 
will greatly promote the welfare of our country. I should 
like to address a few brief observations to the bankers tonight 
in the form of questions to which I ask no vocal response, 
but only that you shall answer them in your own secret 
selves. 

The answer to the first will be unanimous, but the an- 
swers to the second and third will be various. The first 
question is: Is it avoidable that either through private 
philanthropy or the appropriation of public funds the desti- 
tute, unfortunate and unemploved must be cared for? 

Second: [And I put this question, I know, to men who, 
from high motives and deep conviction, believe as I do, that 
the solvency of this nation and the prosperity of its people 
rest on a balanced budget.] May we not be in error in ex- 
pecting too early a date at which, even with the strictest 
economy and integrity of administration, the budget may be 
halanced ; and can any one of us fix a precise date when such 
balance can be attained without fear that our prophecy will 
he made ridiculous by subsequent events? 

Third: [And TI put this question, I know, to men who 
passionately believe, as I do, that without monetary stability 
we face chaos.] If any one of us had the grave responsibili- 


M « PRESIDENT, Mr. Chairman, Ladies and 





ties and duties of the President of the United States, and 
were facing, as he is, international monetary instability 
abroad and diverse demands for inflation at home, would we 
at one stroke both tie our hands vis-a-vis the currencies of 
Europe and the Orient and risk consolidating into one ir- 
resistible program the inflationary demands here by making 
a statement today that the very definite stabilization of the 
dollar effected last January, and since maintained, should 
stand for all time and under all circumstances? 

I pose these three questions only, but there are many 
more than all of us can envisage. In this highly perplexing 
state of affairs, are we not justified in expecting wiser de- 
cisions, more likely to be productive of good for our country, 
if we abandon an attitude of antagonism for one of coopera- 
tion? By this, I do not mean to suggest any surrender re- 
specting what we believe to be principles of sound finance 
or any abatement in our insistence upon the utmost economy 
and integrity in administration. 

But I do submit in all earnestness the query whether 
it is not better for the country and for us to modify the 
manner of the presentation of our views. 

And with the foregoing in mind, Mr. President, I feel 
that the banking fraternity in the last two years has endured 
enough mass punishment so that it is now in such a chastened 
and understanding mood that you can accept with hospitality 
any overture of cooperation on the part of the leaders of that 
fraternity. 

As I conclude, I wish to make two statements which I 
sincerely believe to be true. The first is: In the last twenty- 
seven days of March, 1933, President Roosevelt contributed 
more to rescue and rehabilitate our shattered banking struc- 
ture than any of us did individually or collectively. 
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For that service to us, and through us to our country, 
he deserves our sympathetic and helpful response and in addi- 
tion he deserves, and I am sure he will invite, earnest 
reasoned criticisms of any proposed governmental policies re- 
specting the banks. 

My second statement is: If the government and the 
banks continue in the rédle of antagonists, it will involve the 
gravest consequences to our country, perhaps even the de- 
struction of many institutions and principles we have long 


held dear. 





The poor, whom we have always with us, will not be 
much worse off. The rich will survive in comfort at least, 
as they always have, but the great stratum of our people be- 
tween these two groups will be irretrievably ruined. If, on 
the other hand, we abandon our antagonisms for friendly, 
understanding, sympathetic cooperation, I believe we can 
make a great contribution toward the perpetuation of our 
cherished institutions, the encouragement of our follow-citi- 
zens, and the gradual and sound rebuilding of the shattered 
economic and financial structure of our country. 


Affairs of U. S. Territories 


By HON. OSCAR CHAPMAN 


Assistant Secretary of the Interior 


Arranged by The Washington Star and Broadcast over The 
National Broadcasting System, Wednesday, 
October 10, 1934. 


of the Exterior. By an executive order of President 

Roosevelt of last May 29, administrative jurisdiction 
over the our chief territories of the United States lying out- 
side of the continental area of the 48 States, was vested in the 
department headed by Secretary Harold L. Ickes, of which 
I have the honor to be Assistant Secretary. A new division— 
the Division of Territories and Island Possessions—was 
created for the purpose of consolidating the affairs of these 
far-flung domains. Its first director—recently appointed—is 
Ernest Gruening. 

The four territories in question, Alaska, Hawaii, the 
Virgin Islands and Puerto Rico, occupy a territory of ap- 
proximately 600,000 square miles. They extend from the 
cold, clear white reaches of the Arctic Circle, realm of the 
midnight sun and of the aurora borealis, into the eternal 
warmth, golden sunshine and fertility of the tropics. In these 
territories dwell a million and three-quarter American citi- 
zens. 

Alaska, territorially greatest of these, now presided over 
by Gov. John W. Troy, was purchased in 1867 from Russia 
for the sum of $7,200,000. In its earlier days under our flag, 
it was successively administered by the State, War, Treasury 
and Navy Departments, until in 1884, it was transferred to 
the Department of the Interior. From that time until the 
creation of this new Division of Territories and Island Pos- 
sessions, with which we are particularly concerned this eve- 
ning, Alaskan affairs were handled through the chief clerk 
of the department. It is a startling but little appreciated 
fact, revelatory to the vastness of this northernmost Ameri- 
can territory, that when a map of Alaska is superimposed 
upon that of Continental United States it touches the 
Atlantic and Pacific Oceans to the East and West, and the 
Canadian and Mexican boundaries to the North and South. 

The territory of Hawaii, presided over by Gov. Joseph 
Boyd Poindexter, consists of eight major islands and several 
hundred lesser ones. These were formally annexed to the 
United States in 1898, some four years after a group of 
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descendants of New England settlers had overthrown the. 
island’s royal dynasty and set up a republican form of gov- 
ernment. Hawaii’s affairs in the department up to the pres- 
ent were handled similarly to those of Alaska. 

The Virgin Islands, consisting of the three islands of 
St. Thomas, St. John and St. Croix, were acquired by pur- 
chase from Denmark for $25,000,000 in 1917, for what at 
the time were deemed good reasons of military strategy. They 
were under the jurisdiction of the Navy Department until 
1931, when they were transferred to the Department of 
the Interior. They represent the “farthest east” of United 
States territory. Their governor is Paul M. Pearson. 

Finally, Puerto Rico, smallest of the Greater Antilles, 
annexed to the United States by the treaty of Paris follow- 
ing the war with Spain in 1898, was transferred to the jur- 
isdiction of the new division by the same presidential execu- 
tive order of last May which created it. Puerto Rico’s 
governor is Blanton Winship. 

Thus, for the first time, practically all the important 
overseas territories of the United States have been consoli- 
dated under one directing head and in one department of 
the Federal Government. 

The purpose of this recent consolidation is more effec- 
tively to foster the welfare of the American citizens of 
these territories. Because of their territorial status, their 
inhabitants have not had representation in the Congress 
equal and corresponding to that of the 48 sovereign States. 
They send Delegates or Resident Commissioners, who have 
a voice but not a vote in Congress. The administration of 
President Roosevelt is determined that, as far as may be 
humanly possible, the interests of the American citizens in 
these territories shall be safeguarded and furthered no less 
solicitously and no less vigilantly than those of any and all 
citizens dwelling within continental United States. The 
President, therefore, has established this new central agency 
whose special function it is to respond to the wishes of these 
territorial dwellers, to act as a clearing house and co-ordi- 
nator of their affairs in the Nation’s Capital, to refer their 
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complaints promptly to the particular branch or branches of 
Government concerned therewith, and to secure, wherever 
possible, action at the earliest possible moment; to be, in 
short, watchful of and zealous for their every interest. 

When this division was first created, various news- 
papers in their news stories and editorials referred to it as a 
“Ministry of the Colonies.” In the sense that it is the pur- 
pose of this new branch of the Department of the Interior 
to minister to the needs of the territorial and insular inhabi- 
tants this designation was approximately correct. In so far 
as the word “colonies” connotes the Old World idea of 
subject and dependent peoples, it was wholly incorrect. It 
is the firm conviction of this administration that under a 
democracy all citizens are free and equal, as they were de- 
clared to be in our Declaration of Independence; that 
none shall have a subject or a secondary status. In a de- 
mocracy such as ours government is the servant, not the ruler, 
of a people. If these tenets of our ancient American faith 
have in recent years been obscured, or lost to view, by a few, 
it is the New Deal’s high purpose to restore these principles 
to their former vitality. 

The objectives of this ‘‘New Deal” for the territories 
‘are well illustrated in the development of the Roosevelt 
administration’s program for the Virgin Islands. It will be 
recalled that when President Hoover, the first President ever 
to visit them, went there in 1931, he declared that when the 
United States purchased the islands from Denmark: “We 
acquired an effective poorhouse.” I quote his exact words. 
This no doubt unintentionally slighting characterization, 
the islanders strongly resented. It has rankled in their minds 
ever since. President Hoover further said of them at the 
time: “The people cannot be self-supporting either in living 
or government without the discovery of new methods and 
new resources.” 

It is President Roosevelt’s progam to discover and apply 
‘new methods” and to develop “new resources” in order to 
transform the Virgin Islands into a self-sustaining, self- 
reliant, economically stable and increasingly prospering com- 
munity. 

‘This program has now passed through its blueprint 
stages and is in process of execution. 

For St. Croix, largest of the three islands, the program 
includes the rehabilitation of local agricultural and indus- 
trial activities which long since lapsed into decadence. The 
Public Works Administration has made available $1,000,000 
to acquire and reconstruct an assembled agricultural and 
industrial plant. At present this plant is confined to the 
eastern portion of the island of St. Croix. Already one sugar 
mill and 2,200 acres to be devoted to the production of cane 
have been purchased, and the people are again at work. 
Within a week some $210,000 worth of additional land, 
buildings and mills will be acquired, giving more employ- 
ment. The Virgin Islands Co. has been organized as the 
Government agency to manage and operate this assembled 
plant. The first unit when functioning fully will employ 
2,000 people. This company will process raw sugar, mo- 
lasses, rum and commercial alcohol. It will raise Winter 
tomatoes and other vegetables and supervise their shipment 
to the Northern States market before the crop of our 
Southern States has matured. Long staple cotton growing 
will be revived on a small basis. Sisal, the tropical plant 
that yields the fiber to make binder twine, a product hitherto 








imported into the United States from abroad, a product in- 
dispensable to our wheat growers, will be cultivated in 
limited quantities. 

On the Island of St. John, once famous for its bay rum, 
this agricultural industry will likewise be revived. More bay 
trees will be planted. The commercial alcohol manufactured 
in St. Croix will be mixed on the island of St. Thomas with 
bay oil from St. John. 

For the Island of St. Thomas, whose superb port in 
past centuries teemed with shipping, the Government plans 
to encourage and stimulate the tourist industry. Thousands 
upon thousands of Americans who formerly traveled in 
Europe are seeking new fields of recreation, diversion and 
adventure nearer home. They will find in the Virgin Islands 
the attractions which they seek. It is the administration’s 
belief that many American dollars that have formerly been 
spent abroad may well be expended under the American flag. 
The Government is now completing the construction of the 
Bluebeard Castle Hotel at St. Thomas. The picturesque old 
pirate tower, dating from the seventeenth century, is the 
center of this unit-plan hotel located on the top of a cone- 
shaped hill overlooking the beautiful town and harbor of St. 
Thomas. This will create a new business in the islands and 
the Government will gradually be repaid for the investment 
made. Meanwhile the islanders will secure a new source 
of revenue and American tourists a new resort for Summer 
and Winter vacations. 

The rehabilitation program, however, in the Virgin 
Islands has not waited for these developments. As early as a 
year and a half ago, three tracts of land comprising 3,000 
acres were purchased by the Government and sold only to 
residents of the islands as homesteads. Over 300 heads of 
families have entered into 20-year purchase contracts. 
These contracts provided that the Government will be re- 
paid in full, with 4 per cent interest on its investment. The 
islanders have been highly successful with this project. On 
July 1 last, when their first payment was due the Govern- 
ment, over 90 per cent off the homesteaders paid the first 
installment on their contracts in full and had substantial 
cash reserves as a result of the first year’s cultivation. The 
annual payments of principal plus interest made for the 
acquisition of this land equal but one-half the sum the 
homesteaders had been required to pay when they leased 
small tracts from the larger estate owners. There is still a 
demand for land, and the Division of Federal Subsistence 
Homesteads has made available $242,000 to carry this part 
of the rehabilitation program further until all those who wish 
to be independent farmers and homesteaders may achieve 
that desire. 

The general construction program for the Virgin 
Islands also has given employment to over 3,000 people out 
of work who represent nearly one-third of the island’s wage 
earners. New school houses now replace the former decrepit 
and ramshackle buildings; new macadam roads have been 
constructed as the beginning of a five-year road-building 
plan; hospitals have been repaired and rebuilt, and other 
institutions are being reconstructed after many years when 
there was no provision for such replacement. The Colonial 
Council for the municipality of St. Thomas and St. John 
has assisted the construction program with the enactment of 
a 5 per cent internal revenue tax law. In order to improve 
shipping, this local legislature suspended the tonnage dues 
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on coal and oil so that the port of St. Thomas could better 
compete with Port Royal in British Jamaica in securing 
more ships which desired to refuel. Shipping for the year 
ending June 30, 1934, in this port has increased 60 per cent 
over the year 1933. 

While this program is still in its early stages it has in 
the year and a half since the advent of the present adminis- 
tration already achieved tangible and visible results. From 
the time of their acquisition by Uncle Sam, the islands re- 
quired an appropriation from the Federal Treasury of ap- 
proximately $250,000 annually. In the first 15 years under 
the American flag this amounted to the not inconsiderable 
sum of some three and three-quarters millions of dollars. In 
1931, the year President Hoover pronounced them ‘“‘a poor- 
house” and declared that “‘viewed from every point, except 
remote naval contingencies, it was unfortunate that we ever 
acquired these islands,” Congress appropriated $236,000 for 
municipal expenses in the Virgin Islands alone. In 1934 the 
“New Deal” had reduced this requirement some 37 per 
cent—only $148,000 being expended for operating expenses 
in the fiscal year ending June 30 last. We do not consider 
it Overoptimistic to affirm our faith in the complete elimi- 
nation within a very few years of this annual deficit. The 
million-dollar public works investment in St. Croix—the 
equivalent of the previous operating deficits of every four 
years—will increasingly yield returns. These returns will 
not be merely financial. They will not be merely corrective 
of the situation which was deplored from the standpoint of 
the American taxpayer. They will also increasingly return 
dividends in the contentment, the self respect, in the material 
and economic and spiritual welfare of the Virgin Islanders. 
The poorhouse will become a memory. 

Puerto Rico has been under the American flag for 36 
years. Politically its history has been one of steadily in- 
creasing autonomy. The military government was replaced 
by civil government in 1900. The Foraker act of that year 
was amended by the organic act of the Woodrow Wilson 
administration in 1917. Today except for a few officials 
appointed by the President of the United States, namely the 
Governor, the Attorney General, the Commissioner of Edu- 
cation and the Justices of the Supreme Court—the islanders 
govern themselves through their own elected Legislature. 

Economically the island has not fared so well. Many 
excellent roads, numerous schools, public works, improve- 
ments in sanitation, have come to Puerto Rico. But much of 
the concomitant economic development, particularly the ex- 
tension of the sugar industry, while long yielding handsome 
returns to the stockholders of corporations which increas- 
ingly acquired lands on the island, benefitted the Puerto 
Rican people little. The cultivation of coffee, once a major 
crop, and incidentally the finest coffee grown anywhere on 
earth, has gradually been allowed to dwindle until its vol- 
ume is less than a fifth of what it was a generation ago. 
Tropical hurricanes, for which no adequate insurance has 
been provided, contributed to its destruction. Similar has 
been the fate of the once-promising citrus fruit industry. 
Puerto Rico today represents the picture of a'country gradu- 
ally depleted of its natural resources, of a country too 
densely populated in which standards of living have gradu- 
ally sunk lower and lower. 

It has been characteristic of the Roosevelt administra- 
tion that it desires to face realities and grapple with them. 








In Puerto Rico today a million people are afflicted with 
hookworm, a disease which may be said to be economic in its 
origin. The disease is easily curable, but reinfection takes 
place from parasites in the soil when people who cannot 
afford to buy shoes toil barefooted. The mortality from 
tuberculosis in Puerto Rico has attained the staggering total 
of 461 per 100,000 as contrasted with the mortality of 70 
per 100,000 for the whole population of the United States. 
Thousands of Puerto Ricans likewise suffer from malaria. 
Poverty—and consequent malnutrition and inadequate hous- 
ing—has impeded science’s battle to eradicate these conquer- 
able diseases. Nor is this Puerto Rican problem wholly con- 
fined to the island itself. New York City contains a sub- 
stantial colony of Puerto Ricans—some 50,000—forced to 
emigrate to the mainland because of lack of economic oppor- 
tunity at home. The incidence of disease is extremely high 
among them. An unusually large proportion of them are 
against their will forced on the public relief rolls. The 
Roosevelt administration has determined to attack this prob- 
lem at its source. It aims to make Puerto Rico also self- 
sustaining, with an economy adapted to the welfare of its 
people. Economic autonomy is no less important for them 
than political autonomy. 

The program, inevitably far larger and more complex 
than in the smaller Virgin Islands with their mere 22,000 
inhabitants, includes also the formation of a government 
corporation functioning in behalf of the islanders, which 
will facilitate the development of new and better forms of 
agriculture and the establishment of appropriate industries. 
Puerto Rico will no longer be exposed to the risks of de- 
pendency upon a single crop—sugar. Under the Jones-Cos- 
tigan act, Puerto Rico’s sugar quota has been sharply re- 
duced. To compensate, marginal cane lands will be con- 
verted to other crops. Puerto Rico, with all its tropical 
abundance, has for years been driven to the folly of im- 
porting the major share of its food supplies—much of these 
from outside the United States, paying for them at the higher 
price inevitably imposed by the American protective tariff. 
It is far sounder economy that these staples—fresh vege- 
tables, rice and fish—be developed on the island. The Carib- 
bean waters that wash the shore of Puerto Rico abound with 
fish. But no attempt has ever been made to develop this 
industry. The government’s new Puerto Rico Co. proposes 
to launch it for the islanders. The coffee industry is to be 
restored, furnishing a valuable cash crop for the purchase of 
goods in continental United States that cannot be produced 
on the island. Other typical products, such as quinine, of 
which our present supply comes from distant lands, are prac- 
tical to cultivate. So, likewise, are there industries which 
are natural to the island which have never been seriously 
undertaken. Rare tropical woods, invaluable in many indus- 
tries, await only a proper program of conservation and re- 
forestation and the consequent empleyment of the people in 
furniture making, toy making and in other related crafts. 

In short, it is the administration’s desire to shift the 
Puerto Ricans from the ravages of seasonal and meagerly 
paid employment in the cane fields to all-year-round employ- 
ment through the diversification of crops and the introduc- 
tion of industry. It is the purpose to transform them if 
possible from hopeless share-croppers whose share has been 
growing steadily less, into small individual land and home 
owners. Subsistence homesteads and hurricane-proof hygienic 
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dwellings of concrete are an integral part of the program. 

As in the Virgin Islands, plans are under way for the 
development of the tourist trade. Puerto Rico, within its 
400 square miles is a land of mountains and sandy beaches, 
fringed with cocoanut palms. It is the ideal tropical vacation 
land for our Eastern States. Here is the only spot under 
the American flag where Columbus landed. Here the Colonial 
edifices built by Ponce de Leon and the fortresses estab- 
lished by the early Spanish conquistadors, tinted with age, 
still stand—monuments replete with historic interest and 
picturesque beauty. While deeming the rehabilitation of 
the Puerto Ricans in agriculture and industry as the major 
assignment, a simultaneous development of the tourist indus- 
try will not only be helpful to them, but will furnish an 
ideal playground for continental American vacationists. It 
will likewise promote a better understanding of the common 
problems of continental and Puerto Rican Americans. So 
that along. with political emancipation which has progressed 
steadily in the 36 years under the American flag, will now 
come economic rehabilitation. In this program, the best 
minds in Puerto Rico are collaborating with enthusiasm. 

I have devoted the greater portion of my limited time 
to these two Caribbean territories, but not from any desire 
to slight the immeasurable beauties and unfathomed poten- 
tialities of our far vaster territorial domains in the Pacific. 
| could devote far more time than is allotted to me this 
evening to each, without beginning to do them justice, and 
would gladly do so. But I have emphasized Puerto Rico 
and the Virgin Islands because of the very special problems 
that have confronted and confront the administration there 
and because I wanted to show you how it has attempted in 
a year and a half to grapple with these problems that it has 
inherited. 

Because, happily, in neither Alaska nor in Hawaii is the 
administration confronted with similarly acute problems is 
no indication that it is any less concerned about these Terri- 
tories Alaska, in one sense, presents the converse of Puerto 
Rico’s major problems—that of overpopulation. Alaska is 
underpopulated, with fewer than 60,000 inhabitants to just 
under 600,000 square miles, or less than one inhabitant to 
every 10 square miles. The possibility of colonizing certain 
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parts of Alaska with a limited number of American home- 
steaders imbued with the old pioneer spirit is engaging this 
administration’s earnest study. It is too early to discuss such 
a program as yet. Alaska, too, is a realm which for gran- 
deur of scenery equals anything to be found elsewhere on 
earth. Here are single glaciers larger than some of our 
Eastern States. Here are fjords far more imposing than 
those of Norway. Here are the loftiest mountains in North 
America, culminating in stupendous Mount McKinley, 
which towers 20,300 feet above sea level. Rising 17,000 feet 
above the plateau upon which it stands, it is measured in 
height above its base, the highest mountain in the world. 
Here are vast unexplored primeval forests, still the haunts 
of great bear, of wolves, of moose, of caribou. Here are 
herds of reindeer ranging over the limitless tundra; islands 
covered with seal and sea lion. Here is still the frontier. 
But it is the frontier made penetrable to the American 
traveler. The Alaska Railroad, managed by the Department 
of the Interior, extending 400 miles north from Seward to 
Fairbanks, makes these vistas easily and comfortably ac- 
cessible. 

As for the Hawaiian Islands, at the crossroads of the 
Pacific, some 2,000 miles from the California coast, they 
have evoked the unbridled enthusiasm of all who have ever 
visited them. “The loveliest fleet ‘of islands that lies 
anchored in any ocean,” Mark Twain wrote of them. Here 
is the Pacific paradise, with a climate beyond compare. In 
the native language of the islands there is a word which 
means “weather.” Here is a combination of mountain and 
sea, of snow-capped peaks, of boiling volcano, of palm and 
pine, not to be found elsewhere on the globe. Hawaii's 
hospitality has long been famous. It has already gone far in 
drawing to itself the lovers of beauty and romance from all 
over the world. Self-reliant more than self-sustaining 
Hawaii is the seat of the most interesting experiment in 
racial amalgamation to be found anywhere. It should be the 
hope and dream of every American to visit Hawaii, to ride 
the long surf rollers that break on the beach at Waikiki, 
and to listen, in its native setting, to the soft and sweet 
music of the ukuleles which spells Hawaii to all the world. 


Education 


By PROFESSOR JOHN ERSKINE of Columbia University 


An address delivercd before the sixth general session of the Fourth Annual Assembly of the National Advisory Council 
on Radio in Education, Tuesday evening, October 9, 1934, Drake Hotel, Chicago. 


HEN you propose the subject, Radio and Educa- 

W\ tion, we educators imagine a happy new day, in 

which our voices will reach not merely the dozens 

or even the hundreds who now listen to us in our lecture 

rooms, but millions in the home, hungrily tuning in for our 
wisdom. 

I’m bound to say I think this millennium somewhat re- 
mote. ‘The distribution of sound which the radio provides 
will be for education, as for other enterprises, first an ordeal 
before it becomes an opportunity. The size and the variety 





of the audience, of all ages and tastes, is a severe challenge 
to what we educators usually impose upon reluctant or 
docile batches of impounded youth, and the novel medium 
compels us to reconsider what we are doing, and to define 
the conditions upon which we are likely to succeed. 
Broadcasting is an art, and the broadcaster is either an 
artist or he is a failure. Radio demands a special use of the 
voice, a special conciseness of language, but as an, art it is 
governed by the same principles of esthetics as all other arts. 
If you wish, you can make esthetics seem a complicated sub- 
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ject, but in practice you need attend to only two points; 
first, how to persuade your audience to come in; second, how 
to prevent them from walking out. There are many rea- 
sons why they may come in, but they will stay only because 
the performance seems worth while, or because you have 
locked the door on them. 

Education too is an art, but at the present moment in 
our country the art of education is in a very low state. The 
motives which bring young men and women to college are 
mixed, and more often social, athletic or economic than in- 
tellectual. None of these motives will operate on the air. 
Listening over the radio will not bring you the valued 
privilege of rubbing elbows with the descendants of the best 
families, or of making connections which will help your later 
career. On the air you cannot join a fraternity, nor assist 
the glee club, nor do any of the other essential things. On 
the air you can only listen and learn. You tune in if the 
subject interests you, or if you like the speaker, or if the 
speaker is well known, and you wish to judge whether he 
deserves his reputation. If the performance doesn’t interest 
you—well, in no art is it easier than in the radio for the 
audience to walk out. 

These conditions seem to me altogether fortunate. To 
survive at all, broadcasting must be interesting. Cheap en- 
tertainment soon wears thin. To survive indefinitely, broad- 
casting must give us programs not only interesting but of 
permanent merit. 

I wish I could say that such programs would be se- 
cured by transferring to the air the sounds now produced in 
college class rooms. I wish the students in those class rooms 
came, as the radio audience will come, only because they are 
interested in the subject, or because they wish to follow the 
mind of a great scholar. But in the colleges and universities 
of the United States we have vitiated the art of education 
by exaggerating the importance of the degree. We have 
rigged the system so that without a degree, and a fairly ad- 
vanced one, youcan’t enter the teaching profession. Without 
a so-called cultural degree you cannot, in many states, be- 
come a lawyer or a doctor, no matter how much you know 
about law or medicine. Some attempt has been made to at- 
tach practical or economical significance to a degree in jour- 
nalism or in business. Were this attempt entirely successful, 
the art of education would rest on force. In order to earn 
its living, the audience would have to come in, whether or 
not it wished to, and it would have to stay till the end, 
whatever the quality of the performance. With the device 
of the degree we have succeeded in locking the door. We 
have managed to spread abroad the conviction that it was 
a sort of social disgrace to leave college without your de- 
gree, and we have succeeded in putting the burden of proof 
on him who leaves, rather than on what he left. 

We educators are so accustomed to securing our audi- 
ences by force or by economic pressure, that some of us hope 
to compel the radio audience also to come in, It has been 
proposed to reserve exclusively for education a certain pro- 
portion of the hours on the air. With this proposal I have 
no sympathy. Why go to such trouble to expose our naked- 
ness? If education can bring to the public a message which 
the listener finds interesting and important, then education 
will be at once a popular success, in no need of protection. 
If our message is not what the listener enjoys, he will tune 







































off, and we shall have provided the country each day with 
so many hours of silence. 

What I have said about academic degrees would, | 
think, be unjust if the degrees were an accurate record of 
progress in education or of accomplishment in scholarship, 
or of quality in character. But the degrees are only a re- 
ceipt for the number of points or hours the candidate has 
passed and paid for. Having made a degree necessary for 
entrance upon your life work, we set the requirements for 
that degree so that the various departments will have a share 
of your time, and the academic budget will balance. We 
do not guarantee that all classes are equally well taught, 
nor do we permit the most competent teachers to monopolize 
the audience. With the degree as a club we drive the 
students where it is convenient for us to have them go. 
What we really thing of the degree is sometimes revealed 
after the student has earned it. He fulfilled all the conditions 
we set, he has accumulated the required credits, he has writ- 
ten a thesis according to our rules, and, therefore, under the 
contract we must give him the degree. But if you write us 
privately asking whether he is any good, we may answer 
privately that he isn’t. You probably won’t engage a teacher 
who hasn’t his Ph. D., but I know no Ph. D. which you 
are likely to accept on its face value, without those personal 
inquiries. 

One of our reasons for wishing to preempt a large pro- 
portion of the time on the air is that we educators detect 
in the present conduct of radio a commercial element. I 
think that radio still has something to learn. 

The commercial element which we disapprove of in the 
radio, is, of course, the advertising which carries the pro- 
grams. The objection, if we analyze it carefully, is not to 
advertising as such, but to inartistic advertising. Our maga- 
zines, even the most scholarly, are glad to have the support 
of advertising, and far from being scandalized, most of us 
turn to the advertising section of a magazine with curiosity, 
and often find there sound information, well presented. 
But in my own case I notice that I enjoy the advertisements 
if they are all in one section, at the back of the magazine, 
and I don’t read them if they are scattered as interruptions 
through the main text. I am confident that the radio ad- 
vertiser will discover the art which is appropriate to this 
medium, and will learn how to spare us the present shocks 
and incongruities. 

I speak of the radio advertising because the problem of 
the advertisers is to my mind the same as the problem of 
the educators. We both have wares to promote which we 
think would benefit the public, but we can’t persuade the 
audience until we first interest them. The advertiser re- 
sorts to a form of bribery, by putting up a program he’s 
sure we'll like, and then claiming a moment of our attention 
as a reward. The educator, it seems, wishes to resort to 
some form of compulsion. It would be better for us both 
if we relied only on the soundness of our message and on 
our skill in presenting it. 

If educators will re-study their profession as an art, 
the association of education with the radio will prove a 
great blessing to education. We shall learn to impart 
knowledge for its own sake, the thing itself instead of its 
by-products; we shall learn to address with some direct- 
ness and economy of words people who know as much as 
we do, and have no time to waste, but who do us the com- 
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pliment to assume we really have something to tell them. 
Since we have the floor, with no possibility of interruption, 
we shall learn to imagine the questions the audience would 
ask if it could, and therefore we shall try to be persuasive 
rather than dogmatic. 

Most scholars would disclaim any ambition to be an 
entertainer, but if we offer a radio program we must first 
of all be entertaining, in the sense that we must hold the 
audience. Why education should not always be enter- 
taining, I never could understand. If a man cares enough 
about a subject to spend his life studying it, I should 
expect from him nothing but eloquence when he begins to 
expound it. Unfortunately, some very competent scholars 
feel the sacredness of their subject so keenly that they can 
bring themselves to discuss it only with the initiated. The 
radio is, of course, no place for those secret rituals. I am 
not sure that the class room is, either. I hope the radio 
will teach us educators to put anything we know in lan- 
guage which anyone can understand. 

It would be well for us if from the influence of the radio 
we taught ourselves to give out in our lectures only what 
is not yet readily available in print. I take it for granted 
that we shall not be permitted to send over the air mate- 
rial which no editor would think worth printing. From 
time to time an unarrived poet seizes the opportunity to 
broadcast a poem which the magazine editors have not yet 
seen fit to accept, but this is no precedent for the serious 
educator. We should give out what is well worth pub- 
lishing, but what is not yet published. Since the radio 
hours are so few, we educators should use them only for 
what might be called educational news, and like all news, 
our message should be an answer to the curiosities of the 
moment. The permanent or routine matters, like the al- 
phabet or the multiplication table, can be more effectively 
taught in school. 

That practically all subjects can be explained in popu- 
lar terms, is indicated by the success of encyclopedias, 
though encyclopedias are not yet so exhilarating as they 
might be. Information can always be made vital and 
dramatic, and information is the one aspect of knowledge 
which the radio is qualified to convey. In these days of 
popular debate over questions of finance or business or 
government, questions which we can name but which we do 
not entirely understand, the radio could bring us impartial 
information, so far as there is, on these subjects, any impar- 
tial knowledge. I'd like to hear a competent lecture on the 
gold standard, by someone who would give me all the reasons 
for going off it, as well as the reasons for staying on. A 
banker might or might not be able to tell us, for his train- 
ing would not necessarily give him skill in oratory or in 
exposition. A political leader might be equipped to deal 
with the question, but we should expect from him only the 
side which his party advocates. There must be many schol- 
ars who could give us all the information available, without 
favoring either side. 

I use the gold standard only as an illustration. If our 
educational system were ever to be of general use, it ought 
to bring us now whatever information the average voter 
needs to solve the economic and political puzzles now facing 
us. I say information, not training. We cannot all be ex- 
perts, and there isn’t time for the ignorant to master these 
problems before we shall have to vote on the disposition of 








them, but at least we could profit by such an intelligent de- 
fining of the problems as would enable us to understand the 
alternatives. 


This seems to me the kind of education which belongs 
to the radio. The news as mere fact we can very well 
gather from the papers. The scholarly explanation of the 
news will lie somewhere between an editorial and a lecture, 
and it will come to about the length which is convenient for 
the radio. I read in the morning paper that the government 
will buy so many million ounces of silver. I want to know how 
that will affect me. If someone in whom I have confidence 
is scheduled to give a dispassionate explanation, I will listen 
in. I should like to know what is the significance of the 
present disturbance in Spain, and at home I should like to 
be told, by some extremely precise explainer, to what extent 
the western farmers have been injured by the drought, and 
to what extent they have profited by it. 


In the future, I’ve no doubt, music will take up even 
more time on the air than at present, since great music gets 
an immediate audience, especially among the young, and the 
interest in music is growing throughout the country. Beet- 
hoven, Brahms, and the other masters do not need to be sold 
to the public, but each performance of their works, as we all 
know, is likely to be accompanied by some explanatory re- 
marks, and these remarks might be better than they usually 
are, less vague, less biographical, more stimulating as a guide 
to further study. 


I have no doubt that imaginative literature will more 
and more return to the methods of the troubadour and the 
minstrel, and poetry and fiction will be given to us over the 
air by word of mouth. If this condition is reached, the 
poets and the story-tellers must first recapture the technique 
of those who wrote for the ear and not for the eye. I 
believe they will recapture it, and the change will benefit all 
printed literature. 


One extensive program I believe will go on the air 
annually, toward the end of the year. President Roosevelt 
has won our gratitude by his occasional reports of progress. 
These reports, of course, refer only to the problems of 
national government. It would be profitable to have annual 
reports of progress in science, in exploration, in invention, 
in each of the arts. We should be glad to know what the 
year has contributed to American architecture, or sculpture, 
or painting, or the theatre, or dancing, or music, or liter- 
ature. This kind of progress is a true and permanent ad- 
dition to the national wealth, and it is precisely the kind 
about which it is hardest to get information. If the whole 
country were told of it, our loyalty would be increased, and 
our ambition stimulated. Such a report would come from 
a department of Fine Arts, if we had such a thing, but 
since it is our tradition to make official inventories only of 
our material resources, we should have to depend, for these 
spiritual reports, on the artists themselves, in their various 
groups, or on some spokesman whom they might designate. 

I iliustrate especially by the arts because I am at home 
in that field, but the most thrilling reports would probably 
be those in science, in astronomy or biology, in physics or 
chemistry or medicine. Many colleges and schools now 
offer courses which survey the human accomplishment in 
each field, but there should be a specific report to the coun- 
try on the year’s intellectual accomplishment within our own 
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borders, and the radio is the only medium at present for 
distributing this information. 

I have tried to suggest that education on the radio must, 
for various reasons, be quite different from education off 
it; that the moment the educator talks on the radio, he must 


be not only learned but interesting; that the radio should not 
try to rival the schools in work which the schools can do 
better; and that there is a large mass of information to 
which as yet we do not have general access, and which the 
radio is well fitted to impart. 


Relation of Business to Government 


By ARTHUR KROCK, Washington Correspondent of the New York Times. 


Delivered at luncheon of New York Board of Trade, 
Hotel Astor, October 10, 1934. 





Sent over National Broadcasting System. 


have created in the minds of those of you who have 

read them with any regularity, I detect a possible 
explanation of the compliment you have paid me in asking 
me to speak. Perhaps you feel that, confronting you, a 
sense of shame coupled with a deeper sense of responsibility 
will somehow infuse my spirit, and command me to try to 
clear away a part of this confusion. 

If that is the explanation of your courtesy, I dread the 
outcome. But I shall do the best I can in attempting to 
discuss the subject of permanent as contrasted with emer- 
gency legislation. Of course, taking the privilege of all set 
speakers, I shall wander afield in my remarks. For, since 
I have been reflecting upon and fearing this acid test of 
my fitness as a commentator and reporter of public affairs, 
it has occurred to me that a discussion of the relation of 
business to government, and the corollary, is a more im- 
portant theme. In outlining this the legislative analysis need 
occupy only a small part. 

To the questions that must be in your minds about the 
methods and objectives of our government I can offer no 
confident answers. Opinions are all I have, and, while they 
are based on close observations of government processes and 
persons, they are only opinions after all. 

When the President took office, we were dragging bot- 
tom. Recently I have noted the charge from one of Mr. 
Hoover’s household that his successor, by refusing to co- 
operate, deliberately caused this to be true. It is a fact that 
on several occasions before noon on inauguration day, and 
after the elections of 1932, Mr. Hoover sought to set up a 
joint Presidency. He asked Mr. Roosevelt to take equal 
responsibility with him in settling, among other things, the 
war debts and bringing about the national banking holiday. 
To my mind the refusal of the President-elect was both wise 
and sound. Mr. Hoover was still the nation’s chief-mag- 
istrate; the responsibility was his; he refused to assume it; 
and for his part in the results of that policy he must accept 
the consequences. 

That argument aside, we know what was the nation’s 
condition on March 4, 1933. Mr. Roosevelt had been 
elected as a protest, and overwhelmingly. As clearly as his 


Wi iave: I think of the confusion my dispatches must 


mandate could be read, it was to achieve certain reforms 
along with recovery. He was not to sacrifice one for the 
other. 


In my opinion everything the President has done has 





been in the light of that construction. It has involved ex- 
periments, blunders, conflicts of policy due to haste and 
lack of time for consideration, pettiness, disappointments and 
some acts so materialistic—the repudiation of the gold con- 
tract, for example—as to seem to be those of the most ruth- 
less of politicians. This colossal effort brought upon the 
scene misfits, doctrinaires, incompetents and a host of politi- 
cal hacks. Many of them are still in office. 

But that period is ended. It officially ended a week ago 
Sunday‘night, when the President, in his radio speech, con- 
ceded some of the fundamental errors of the NRA, acknow]- 
edged the common sense and right of the profit motive and 
called for a truce between labor and industry. Were it not 
for the weeks between now and the Congressional elections, 
more realities would be acknowledged, more blunders re- 
paired, more of the future as to monetary and budget 
policies would be charted. 

“Politics,” you will say. Well, how can any President, 
elected by the party system, get away from the necessities 
of politics? ‘To accomplish his programme he must elect a 
majority from his supporters. Each of them faces a con- 
testant, ready to point to inconsistencies in the record. ‘The 
public is fickle and of short memory. A President who is 
a party leader, and Mr. Roosevelt certainly is that-—though 
I can’t identify his party at the moment—must bear in mind 
the political situation of every supporter. ‘These are neces- 
sitous considerations, common to all governments. Every 
member of the New York Board of Trade can think of a 
time when he would not make a certain move, or forecast 
it, lest his competitors take advantage of it and render it 
barren. 

Among the grievances which business always has against 
government is politics. But there are other and sounder 
ones, and they do not al! date from March 4, 1933. Think 
back just a few years to those days when we were all get- 
ting rich quick down in Wall Street. Do you remember 
what President Coolidge had to say about the harmless ex- 
pansion of brokers’ loans? Do you recall the inaction of 
the Federal Reserve in the face of warnings that the stock 
market was riding to a fall? Have you forgotten the stub- 
born insistence by President Hoover on maintaining pro- 
hibition, itself as much a barrier to business as to personal 
liberty? One thousand economists pleaded with Mr. 
Hoover not to sign the Smoot-Hawley tariff bill, which as- 
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sassinated the emaciated remnant of our foreign trade and 
threw up business barricades all over the world. 

These are legitimate grievances of business against gov- 
ernment. You have suffered for these blunders and crimes 
of politicians. Yet I think you always should bear in mind 
that leaders among you were urging that each of these dis- 
astrous steps and positions be taken and held. 

Against the New Deal Administration business has 
vrievances, too. ‘The invasion of the budget for recovery 
schemes, proved fruitless but persisted in because politicians 
can get votes out of them, is outstanding. You should not 
cease demanding, regardless of rebuffs in high places, that 
Washington resume its efforts to fix a balancing date for 
the budget, be that years hence. The departure from the 
government of Lewis W. Douglas, reluctantly convinced 
that budgetary inflation was the settled purpose of the ad- 
ministration, makes it even more important that you raise 
your voices on every fit occasion. Candidates for office, and 
those elected, should hear the demand of business on this 
most important of all points. Already you have seen what 
well-founded criticism can do by way of reform: there, 
when the smoke of Johnson has blown away, is an NRA 
quite different from the dream-structure of August, 1933. 

When you bring a bill of particulars against the New 
Deal, there are other items. The reason you do not find an 
opposition with which to lodge them is because the Repub- 
licans are playing politics, too, and seeking refuge in pious 
generalities about the Constitution and the traditions of 
America. The President’s judicial appointments, taken by 
and large, are those of a political machine—strangely incon- 
sonant with the social idealism that pervades the speech of 
Washington. In the circle closest around him is an idee 
fixe that finance and industry, or the most influential parts 
of them, are conspiring to restore the Old Deal with all its 
worst features because of a wish to have inordinate profits 
at the expense of 95% of the population. ‘There are ob- 
vious and long-standing conflicts of policy at Washington— 
the NRA versus the AAA is a shining example—which must 
be realistically met if recovery is to come. Under the guise 
of candor, some of the most eminent of our public figures 
are telling half the story. It is often wise and even neces- 
sary to withhold commitments and detailed explanations of 
delicate acts. But why speak of Britain’s industrial recovery 
without mentioning the laws there that forbid a general 
strike and confine the bases of individual strikes to specific, 
direct and legitimate causes? 

These are some of your grievances against government, 
and you have every right—indeed a duty—to proclaim and 
insist upon their redress. But the government has some 
counts against you. You have forgotten your demands in 
March, 1933, that the President assume dictorial powers 
and regiment everything in national life to prevent collapse. 
Certain business men have exploited the NRA, or attempted 
to exploit it, in that spirit of cannibalism which did much 
to cripple the country. As for the NRA, its very conception 
was in the 1933 convention of the Chamber of Commerce 
of the United States. Business men have been timid in fol- 
lowing courageous local leaders who would free them from 
the graft of political organizations. We in New York know 
how deeply this is so. Business, though especially familiar 
with the time and experimenting it requires to build trade 
after failure, has been impatient with the government’s pro- 








gress, forgetting that the President and most of his aides are 
devoted, patriotic men, that trial-and-error are inescapable 
in such times. As a nation we have been shamefully slow 
in social and industrial reform, and business must bear a 
heavy burden of responsibility for that. And sections of it 
have dealt with the tariff on a basis of such selfish blind- 
ness as not even yet to realize the vast potential value of 
what Secretary of State Hull is now doing by way of new 
trade treaties. 


These are some of the government’s marks against you, 
and they are fairly made. In discussing the country’s future, 
it is well, I think, that business should accept realities as 
well as ask politicians to accept them. Granted, that busi- 
ness men shrink at the moment from long-iime major com- 
mitments because the government will not make them in 
return on monetary and budget policies. It is realistic to do 
that, and we can stand it a while longer. But the govern- 
ment must be realistic, too, and I am glad to say that I 
believe the period of facing realities has at last struck 
Washington. 


One of those realities is that Great Britain will not 
just now join us in fiscal stabilization. In June, 1933, we 
refused her proffer to do that for good and sufficient reasons. 
Great Britain now declines our proposal for equally good 
and sufficient reasons. Until that concert can be achieved, 
we must proceed about our affairs on an unstabilized dollar, 
so far as this country is concerned. But it is a dollar of 
sorts; it isn’t locked away from depositors in vaults of closed 


banks. 


The more I watch the progress of the New Deal, the 
more I believe that thus far it has saved the country from 
disaster. The more I read the President’s speeches and 
messages, the more confident I am that he is the only firm 
bulwark against the more violent forms of economic and 
social change. Cast your eyes on California where Mr. 
Upton Sinclair intends, if elected Governor, to confiscate 
property in an effort to abolish unemployment one hundred 
percent. His emergence is, I concede, a natural consequence 
of some of the rasher proposals at Washington. But I 
firmly believe that if the American people, disillusioned by 
what has happened since the World War, had not put Mr. 
Roosevelt in the Presidency, the State Houses and mayoralty 
offices would be full of Sinclairs. Considering the passions 
of 1932, and the wild fringe swept into office here and there, 
it is remarkable that radicalism has been held in such check 
in this country. 


There is no time here to do more than cite some of the 
specific assets in the New Deal ledger—the President’s ac- 
ceptance of the needs for change, better prices, re-employ- 
ment, stock and security exchange regulation, a sympathetic 
railroad policy, the housing experiment and the firm White 
House stand against the bonus bill and the proposal to pay 
off all depositors in the closed banks. But in your courtesy 
you may permit me to state what seems to me the most 
important issue before the country. That is, what Ad- 
ministration emergency measures shall be made permanent. 

Already the NRA is changing into a form more consis- 
tent with the industrial scheme of things. The pruning-knife 
should be applied to all the new government agencies, par- 
ticularly PWA, the AAA and the relief administration. 
Agreeing that no deserving persons in this country should 
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be permitted to go without food, clothes or housing, why 
should relief be politically administered? That means waste 
and graft; it means the perpetuation of unworthy men in 
office. Why should not relief, financed by municipalities, 
states and the Federal government, be turned over to the 
Red Cross, perhaps in connection with other charitable 
agencies, and non-politically administered? If business or a 
political group should press an advance of that sort, the bud- 
get and American social conditions would show immediate 
improvement. 

Politicians, however entrenched, can be made to respond 
to popular will or go to defeat. The citizens of New York 


















City proved that last year. By the laws of politics enforce- 
ment of public opinion must begin in the smaller-units— 
the city, the country and the state—before it impresses itself 
on the national government. If you will send enough men 
to Congress, determined to resist the effort to achieve violent 
reform in the name of recovery, and to repeal certain emer- 
gency measures as rapidly as their purpose has been served 
or proved futile, the end of our troubles will be in sight. 
If that determination is not manifest in Congress, it will 
mean simply that this country in five years has decided to 
turn its back on the basic ideals and lessons of the previous 
hundred and fifty. I, for one, do not believe that it has. 


The Constitution and the New Deal 


By HONORABLE DANIEL C, ROPER 


Secretary of Commerce, before the National Convention of the 
National Exchange Club at Cincinnati, Ohio, 
Tuesday Evening, Sept. 25th, 1934 


change Club, and 
Ladies and Gentlemen: 

I am grateful to the National Broadcasting Company for 
the opportunity accorded me to speak tonight to a nation- 
wide audience interested in the services of the National Ex- 
change Club of America. I understand that members of one 
thousand local Exchange Clubs throughout the country are 
listening in to tonight’s proceedings and to them and to all 
listeners I send my personal greetings, along with the good 
wishes of the convention. 

A wonderful powerhouse of strength results from such 
clubs assembled in sympathetic and constructive study of 
mutual problems. Such conferences are to be encouraged. It 
is thus that vital national problems are best analyzed and 
their results most wisely applied. 

In the extensive conference programs of the National 
Exchange Club representing nation-wide business and com- 
mercial enterprises, we see a likeness to the broad efforts of 
the Federal Government to study and assist in solving busi- 
ness, industrial and social problems. As the Federal Govern- 
ment relates its endeavors to matters coming up from local 
units not always equipped to secure satisfactory results, so 
the Exchange Clubs treat in a similar clearing-house fashion 
questions coming up through local business units but which 
often involve major problems of national import and signific- 
ance, problems which must be approached and treated in a 
comprehensive manner. Many major business problems to- 
day cannot be satisfactorily solved without guidance and co- 
operation from the Federal Government. This results from 
the fact that effects are so far-reaching as to make a mobiliza- 
tion of national effort under the Federal Government im- 
perative. However, this should be confined largely to 
emergency conditions and to problems which cannot be 
solved by business itself through organized agencies such as 
Exchange Clubs, trade associations and other business or- 
ganizations. In all cases such agencies should exhaust their 
own resources before appealing to the Federal Government. 


M* CHAIRMAN, Members of the National Ex- 





Let us make every effort to safeguard local and individual 
initiative by weaning dependent agencies as soon as possible 
from the nursing bottle of federal aid after the emergencies 
that bring the national Government into cooperative relief 
endeavors have passed. One of the vital needs of this year is, 
therefore, to wean dependent units from their federal de- 
pendence where it is possible for them to stand on their own 
feet. 

The New Deal is designed in purpose and program to 
reestablish balance and equilibrium in those segments of our 
economic and social system where, over a series of years, 
business initiative and effort have found it impossible to 
accomplish reconstruction alone. There are those who assert 
that the New Deal means the complete abolition of ‘the old 
order” of our economic and social system. Nothing could be 
farther from the truth. New Deal leaders desire and the 
New Deal contemplates maintaining those institutions and 
methods which have proved to be sound, adequate and con- 
structive in our progress thus far. It would safeguard these 
institutions by eliminating those deterrent factors, evils and 
abuses which contributed predominantly to the economic 
collapse from which we have all suffered so severely. This 
process is in every sense logical, democratic, and in keeping 
with the good business practices and traditions of our nation 
from its founding down to the present day. 

Every period of economic recovery, as well as every 
period of depression, is characterized by extremes in thinking 
and action. This is particularly true in the case of interpre- 
tations of what is taking place and especially in reference to 
any program which is characterized by change in the existing 
order and conditions. In our nation, from the writing and 
adoption of the Constitution down to the present time, there 
have always been people who resist changes in the existing 
order of things. Resistance to change is a dominant trait of 
traditional and habitual routine. Throughout our national 
history these people have been labelled variously as Tories, 
Conservatives or Dichards. Let us be more liberal in our 
interpretation today and think of these people as those who 
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have not given sufficient thought to all the implications and 
factors involved in our economic system before and after the 
initiation of the New Deal program. 

To those persons who assert that this emergency would 
have been corrected through automatic readjustment and the 
slow balancing processes of supply and demand, let me say 
that, with the launching of our great industrial development 
in the early ’80’s, wise leaders at that embryo stage of our 
industrial life saw that we were under the necessity of carry- 
ing forward in this country a twofold civilization; namely, 
the continuation and development of our agricultural life 
and the building and coordination of an unfolding industrial 
civilization. Even before the beginning of the 20th century, 
it became apparent to thoughtful students that there were 
inherent conflicts between these two great endeavors which, 
unless carefully coordinated and balanced through the years, 
would eventually lead to a state of disarrangement that would 
seriously shock even the very foundations of our social and 
economic system. Other nations have been and are either 
predominantly agricultural, commercial or industrial nations, 
while the United States on the other hand faces the gigantic 
problem of coordinating two such distinct types of economic 
civilization. 

At the time of the founding of our nation, which can be 
dated from the Constitutional Convention of 1787, the states- 
men and colonial leaders of that day did not and could not 
envisage specifically the vast and complex problems, which 
would be created by this dual civilization, but they did fore- 
see the possibilities and probabilities of vast changes, and 
sought to devise a Constitution that would have the capacity 
and flexibility to meet these cumulative changes. It was not 
until a century later that the seeds of these problems were 
first sown at the beginning of our industrial era. The enact- 
ment of New Deal legislation and the creation of New Deal 
administrative agencies is intended to provide a basis and 
foundation upon which our dual civilization may be more 
constructively balanced and maintained. 

In this critical period, as in other emergency eras in our 
history many divergent opinions exist as to the constitutional 
aspects of the reconstruction program. There are those who 
have felt it incumbent upon themselves to come to the de- 
fense of the Constitution and what they term the American 
conception of liberty. Many of us have been confronted in 
the public press with the direct question, “Is the New Deal 
constitutional?” No written document has ever occupied 
such a hallowed place in the minds of the people of any 
nation as does the Constitution in the minds and thoughts of 
American citizens. The Constitution is more than a written 
organic law of the nation—it also carries a crystallization of 
the spirit and ideals which have guided and influenced our 
national life since its birth in 1787. 

In view of this situation, every American citizen is 
naturally interested in the major constitutional aspects of 
the New Deal. He asks whether these aspects are sound, 
logical and patriotic. Fortunately, the answer to this ques- 
tion does not depend upon assumptions, theories and newly 
formulated interpretations at variance with recorded ex- 
perience. The significance of this present-day question 
prompts us to seek the historical derivation and objective 
sought in the human family by what we term “a constitu- 
tion.” It also leads into a review of constitutional develop- 
ments in our country beginning with the Constitutional 








Convention of 1787 down through the course of our history 
to the present time. 

Students of this subject find that the basis of con- 
stitutional experiments and developments are traceable to 
theological laws and writings. The Ten Commandments 
may be termed a moral and spiritual constitution. The liter- 
ature of the Old and New Testaments constitutes a body of 
moral and spiritual laws in which there has been neither 
amendment nor change in the written text. These laws 
are generally accepted as of divine origin and, hence, 
as constant ir: application to the human family, whereas our 
man-made Constitution must be accepted as requiring re- 
newed wisdom in effecting its reapplication and adjustment 
to meet changing human needs in the light of the purposes 
and spirit of the original instrument. 

Our broadest concept of the American Constitution is 
found in the fact that it embodies a basic pervading spirit 
and guiding purpose as a background against which is set its 
specific written code. Accordingly, there must be constant 
developments and transitions in constitutional applications 
for human guuidance. As Cardinal Newman once said: 
“In a higher world it is otherwise; but here below to live 
is to change, and to be perfect is to have changed often.” 

The primary motivation for the calling of the Con- 
stitutional Convention was commercial and economic. The 
Articles of Confederation had not given the Federal 
Government any power to regulate commerce and this de- 
fect proved so serious that trade relations between and among 
the various states were at a standstill. Several of the states 
appointed commissioners to study together the status of the 
trade and commerce of the new nation and to consider the 
necessity of uniform trade regulations for the common in- 
terest and mutual harmony. Considering, therefor, the con- 
stitutional relations and aspects of the New Deal’s economic 
program, it is important to keep in mind the significant fact 
that the original impetus for the writing of the Constitution 
was in the mutual necessities of the various states to devise 
a program that would encourage economic revival and pro- 
mote social and trade relationships. 

The Constitutional Convention convened on the four- 
teenth of May 1787, and was concluded on the seventeenth 
of September following, thus constituting a labor of four 
months and three days, the result of which gave to the 
people of the United States the greatest Governmental docu- 
ment ever written by man. It requires only twenty-five 
minutes to read the Constitution, while many single 
legislative acts passed since then require much longer to read. 
A careful study of the debates and discussions which took 
place at that Convention shows that many of the problems 
facing the framers of the Constitution were strikingly similar 
to the problems which confronted the Roosevelt Administra- 
tion when it came into office. Following the Revolutionary 
War the States had drifted into a hopeless condition of 
economic lethargy and stagnation in which special privileges 
and preferential treatments were the order of the day. One 
economic group possessed undue advantages which militated 
against the welfare of another group. The major dis- 
similarity between the two eras has already been pointed 
out. Where relative simplicity characterized the economic 
and sociul organization and mechanism of the Thirteen 
Colonies, great complexity and sensitiveness is the dominant 
trait of our present economic set-up. 
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With, perhaps, one of the most patriotic and outstand- 
ing groups of American statesmen ever gathered in one con- 
vention, serious problems were encountered daily in de- 
vising and writing the Constitution. Virtually every member 
of the Convention, comprising such men as George Washing- 
ton, Benjamin Franklin, James Madison, Gouverneur 
Morris, James Wilson, Elbridge Gerry, Alexander Hamil- 
ton, Robert Morris, and Edmund Randolph, had definite 
and in some cases violent objections to certain provisions of 
the Constitution. The situation had reached such serious 
proportions that on the morning of September 17 Benjamin 
Franklin presented to the Convention one of the greatest 
patriotic appeals in the history of our country. On this oc- 
casion, Franklin said: 

“T confess that there are several parts of this constitution 
which I do not at present approve, but I am not sure I shall 
never approve them: For having lived long, I have ex- 
perienced many instances of being obliged by better informa- 
tion, or fuller consideration, to change opinions even on im- 
portant subjects, which I once thought right, but found to 
be otherwise. . . . 

“In these sentiments, Sir, I agree to this Constitution 
with all its faults, if they are such, because I think a general 
Government necessary for us, and there is no form of Gov- 
ernment but what may be a blessing to the people if well 
administered for a course of years, and can only end in 
Despotism, as other forms have done before it, when the 
people shall become so corrupted as to need despotic Govern- 
ment, being incapable of any other. I doubt, too, whether 
any other Convention we can obtain may be able to make 
a better Constitution. For when you assemble a number of 
men to have the advantage of their joint wisdom, you in- 
evitably assemble with those men, all their prejudices, their 
passions, their errors of opinion, their local interests, and 
their selfish views. From such an assembly can a perfect 
production be expected? . . . Thus I consent, Sir, to this 
Constitution because I expect no better, and because I am 
not sure that it is not the best. The opinions I have had 
of its errors, I sacrifice to the public good. I have never 
whispered a syllable of them abroad. Within these walls 
they were born and here they shall die. If every one of us 
in returning to our Constituents were to report the ob- 
jections he has had to it and endeavor to gain partisans in 
support of them, we might prevent its being generally re- 
ceived, and thereby lose all the salutary effects and great 
advantages resulting naturally in our favor among foreign 
Nations as well as among ourselves, from our real or ap- 
parent unanimity. Much of the strength and efficiency of 
any Government in procuring and securing happiness to the 
people, depends on opinion, on the general opinion of the 
goodness of the Government, as well as of the wisdom and 
integrity of its Governors. I hope therefore that for our own 
sakes as a part of the people, and for the sake of posterity, 
we shall act heartily and unanimously in recommending this 
Constitution wherever our influence many extend and turn 
our future thoughts and endeavors to the means of having 
it well administered.” 

From this eloquent appeal of Franklin’s at the close 
of the Constitutional Convention, may we as patriotic citizens 
seek guidance concerning the problems facing our nation 
today. The New Deal program has its imperfections, just 
as had the original Constitution. The recovery program 





represents a courageous attack against conditions which in 
1933 threatened destruction to the economic and social life 
of our nation. Something had to be done and done quickly. 
Roosevelt acted accordingly, as did Franklin and Washing- 
ton in 1787. The Administration has clearly recognized 
that imperfections exist in the administration of the recovery 
program and it is seeking constantly and persistently 
through administrative experience to correct defects and de- 
ficiencies. Mistakes, however, exist largely in methods and 
mechanism, rather than in important underlying principles. 
As Franklin said in his address before the Constitutional 
Convention, partisan support can always be gained through 
concentration upon unfavorable factors and a disregard of the 
general and universal beneficial aspects of any program. 

To my fellow citizens who have had the recovery pro- 
gram presented to them as being out of harmony with the 
fundamental purposes and spirit of the Constitution, I assert 
with conviction that the recovery program fulfills the spirit, 
the purposes, and the letter of the Constitution. Current 
thinking on this subject is divided into two general classes; 
one group which believes, or has been led to believe that the 
New Deal is a basic instrumentality for the preservation of 
the principles and objectives of the Constitution. To the 
first group I commend an inquiry into the circumstances 
surrounding the unfolding needs and problems of the human 
family as well as a study of the primary purposes of the 
Constitution. 

The outstanding characteristic of the Constitution of 
the United States is its admirable flexibility and its capacity 
for growth and adaptability to the changing needs of a 
rapidly growing and expanding nation. The forefathers 
who framed the Constitution could not contemplate or fore- 
see the complex economic structure existing today or the 
need for a far-reaching program of mobilized efforts to pre- 
serve that structure from disintegration. Thomas Jefferson 
sensed this condition when he said: “The real friends of the 
Constitution in its Federal form, if they wish to be immortal, 
should be attentive, by amendments, to make it keep pace 
with the advance of the age in science and experience.” Let 
us parallel this with what Hamilton wrote in the Federalist 
in 1788. He said: 

“We must bear in mind that we are not to confine 
our view to the present period, but to look forward to re- 
mote futurity. . . . Nothing, therefore, can be more fal- 
lacious than to infer the extent of any power proper to be 
lodged in the national Government, from an estimate of its 
immediate necessities. There ought to be a capacity for 
future contingencies, as they may happen; and as these are 
illimitable in their nature, so it is impossible safely to limit 
that capacity.” 

Chief Justice John Marshall stands out as our greatest 
constitutional exponent. He was called “a second maker of 
the Constitution.” Many of the fifty-one decisions on con- 
stitutional law pronounced by the Supreme Court when 
Marshall was Chief Justice, and particularly those opinions 
written personally by him, are ideally applicable to the 
present situation. To illustrate, Chief Justice Marshall in 
one of his decisions in 1819 said: 

“This provision is made in a constitution intended to 
endure for ages to come, and, consequently, to be adapted to 
the various crises of human affairs. To have prescribed the 
means by which Government should, in all future time, exe- 
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cute its powers would have been to change, entirely, the 
character of the instrument, and give it the properties of a 
legal code. It would have been an unwise attempt to pro- 
vide, by immutable rules, for exigencies which, if foreseen 
at all, must have been seen dimly, and which can best be 
provided for as they occur.” 

The Constitution has been developed from the docu- 
ment as originally written through three processes: Amend- 
ment, interpretation and usage. A careful study of these 
three distinct lines of development shows that fiexibility 
and adaptability to meet changing conditions or serious 
crises is the outstanding characteristic of our Constitution. 
This characteristic can properly be said to be the spirit of 
that remarkable document. Even the most adroitly phrased 
legalistic abstractions cannot obscure the fact that the New 
Deal is in complete harmony with the original intent, de- 
veloped meaning, and inherent spirit of the Constitution. 

All of us can still recall vividly the dark and tragic 
days preceding the inauguration of President Roosevelt when 
the very life of the nation and the preservation of its economic, 
social, and Governmental institutions depended upon a pro- 
gram of action that would check promptly the cumulative 
downward movement of the entire nation and at the same 
time initiate corrective processes which would gradually re- 
pair the damage that had been done and provide a founda- 
tion for permanent recovery and prosperity. During the 
Civil War period, President Lincoln was criticized in many 
quarters for fostering actions and methods claimed by many 
to be unconstitutional. Lincoln’s critics were not unlike 
those of the present day. In a very remarkable letter to Mr. 
Hodges in 1864, Lincoln answered his critics and the charges 
of unconstitutionality in the following way: 

“My oath to preserve the Constitution imposed on me 
the duty of preserving by every indispensable means that 
Government, that nation, of which the Constitution was the 
organic law. Was it possible to lose the nation and yet 
preserve the Constitution? By general law life and limb 
must be protected, yet often a limb must be amputated to save 
a life, but life is never wisely given to save a limb. I 
felt that measures, otherwise unconstitutional, might become 
lawful by becoming indispensable to the preservation of the 
Constitution through the preservation of the nation. Right 
or wrong. I assumed this ground, and now avow it. I 
could not feel that to the best of my ability I had even tried 
to preserve the Constitution, if, to save slavery, or any 
minor matter, I should permit the wreck of Government, 
country and Constitution altogether.” 

Lincoln’s question: ‘‘Was it possible to lose the nation 
and yet preserve the Constitution?” recalls to me vividly an 
experience that took place several days before the inaugura- 
tion of Franklin D. Roosevelt in 1933. At the conclusion 
of a conference with him at Hyde Park, I said, “Governor, 
shall we concentrate upon the crystallization of a definitely 
determined program which can be put into effect immediate- 
ly?” And Franklin D. Roosevelt answered: ‘“Let’s con- 
centrate upon one thing—save the people and the nation and, 
if we have to change our minds twice every day to accomplish 
that end, we should do it.” The determination to preserve 


our nation and bring order out of chaos is the deep-welled 
fountain of inspiration guiding President Roosevelt and his 
Administration in their far-flung and far-reaching recovery 
efforts. 











History has confirmed the righteous judgment of Lin- 
coln, just as it will confirm the righteous judgment of 
Franklin D. Roosevelt. The position that Lincoln took in 
1864 and the deeply patriotic motivation of his stand at that 
time is equally applicable and appropriate today. The two 
words and principles most closely associated against the back- 
ground of constitutional doctrine are “liberty” and “‘free- 
dom.” It must be clear to most of us that we have been 
smothered with phraseology used in defining liberty and 
freedom, proceeding to such an exent as to confuse the public 
mind and thereby actually destroy the practical use and 
meaning of these words. The human relationship in a great 
Governmental structure designed for the maximum happiness 
of all is not unlike the family circle with the mother ex- 
ercising a balanced affection and jurisdiction, having no 
favorites, but unselfishly endeavoring to permit each member 
of the family to reap the greatest enjoyment and rewards 
out of a free and frank association, which recognizes mutual 
responsibilities and only demands rights in accord with the 
interest and requirements of each and all. Hence, in Govern- 
ment as in the family, liberty and freedom represent a 
balanced condition and status which comprehends the ability 
to think and act both for oneself and for others, thereby ful- 
filling the objective which seeks only those rights to which 
a person is entitled while assuming the responsibilities to 
society which go with those rights. 

In order to understand the meaning of the “rights” 
which are associated with liberty and freedom it is helpful 
to trace the history of the amendments to the Constitution 
and to interpret these amendments in the light of the 
significant economic and social changes which were taking 
place in our country. The first ten amendments to the 
Constitution were proposed to the legislatures of the several 
states by the first Congress one week after the adoption of 
the Constitution. ‘These ten amendments set forth a Bill 
of Rights for the several states, in an endeavor to bring 
about a properly considered balance of rights and respon- 
sibilities as between the States and the Federal Government. 
History shows definitely that in those cases where states 
have not been able to fulfill their responsibilities to their 
citizens the Federal Government has been forced temporarily 
to assume these responsibilities. It has been a natural corol- 
lary, as borne out by decisions of the Supreme Court, that 
the Federal Government has found it imperative to assume 
the right in order properly to fulfill the responsibilities. 
Rights and responsibilities in our form of Government are 
inseparably connected and, where one is imposed, the other 
must be placed also. However, it has been the purpose of 
the Federal Government to return to the States both their re- 
sponsibilities and their rights as rapidly as the States could 
take them back. In some cases, such as that of the Inter- 
state Commerce Act, which was enacted in the latter part of 
the 19th century and at the beginning of our great in- 
dustrial development, it has been necessary for the welfare of 
all concerned for the Federal Government to assume a degree 
of control and jurisdiction ‘over matters affecting several 
states, matters which any single state was helpless in itself to 
administer. 

An analysis of the constitutional amendments shows 
that the general objective sought through these amendments 
has been the balancing of human rights with property rights. 
Due to the vast economic expansion and development of our 
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nation, proprietary privileges and rights tended cumulatively 
to grow in importance and emphasis, oftentimes at the ex- 
pense of human rights. Many of the evils resulting from 
this procedure were corrected by constitutional amendments 
and legislation, but other evils which were not so readily 
treated by this method continued and in varying degrees 
contributed to the economic collapse of 1929. 

Freedom and liberty are relative rather than rigid terms 
or principles, and are dependent upon existing conditions for 
their proper interpretation and meaning. 

Exactly what do we we mean by liberty? Fifty or 
seventy-five years ago a citizen could at will cross and re- 
cross the principal intersection of a small middlewestern city. 
This town has since become the great city of Chicago. This 
citizen’s grandson can no longer cross and recross this same 
street intersection at will. A traffic light, a symbol of the 
Government’s authority, now regulates the crossing of this 
street. We may say that the grandson does not possess a 
liberty which his grandfather was free to exercise at his 
discretion. However, other citizens have also surrendered 
part of their freedom and, while the grandson must wait to 
cross the street in one direction, a stream of fellow citizens 
crosses in front of him going in the opposite direction. By 
adhering to this stop and go signal, all citizens have a greater 
freedom of movement and greater safety for life and action 
under the existing conditions. All have gained by the ex- 
change, which while requiring the giving up of certain 
privileges has in turn brought other essential advantages. 

This illustration is borne out by a decision of the Su- 
preme Court in upholding a zoning act. The decision said in 
part: “Regulations, the wisdom, necessity and validity of 
which, as applied to existing conditions, are so apparent that 
they are now uniformly sustained, a century ago, or even 
half a century ago probably would have been rejected as 
arbitrary and oppressive.” The principle set forth in this 
decision is logically applicable to our major fields of economic 
and social endeavor and, as such, deserves to be under- 
stood and appreciated by all thinking citizens. These striking 
interpretations of the meaning and purposes of the Con- 
stitution impress the open-minded person with the inevitable 
conclusion that the New Deal is not antagonistic to the 
Constitution but is instead a rational movement toward 
the actual fulfillment of the Constitution in meeting our 
present day problems. It, therefore, reinforces and preserves 
the Constitution. 

As society becomes more complex, inter-relationships be- 
come more numerous and necessary, thus creating an inter- 
dependence of rights and responsibilities which did not exist 
even a quarter of a century ago. Certainly one of the most 
“salient rights” under our traditional system of liberty is 
“the right to work” and earn a livelihood. When President 
Roosevelt took office, at least thirteen millions of our people 
were denied the exercise and privilege of this right, due to 
the failure of the nation’s leadership in the preceding decade 
to correct the destructive processes engendered by the World 
War and which fostered a system characterizd by the con- 
centration of privilege, power, wealth, and preferential rights 
in a relatively few hands. Certainly the cumulative evils 


which culminated in the economic collapse of 1929 were not 
in harmony in any sense with the traditional spirit and pur- 
pose of the Constitution. It thus becomes quite puzzling 
to American citizens when those who failed to exercise en- 





lightened leadership through constitutional inspiration, and 
who thus contributed to the most tragic peace-time cal- 
amity our nation has ever known, should now proclaim to 
the American people that liberty and freedom are being en- 
dangered by the recovery program. 

From some quarters have come representations that 
business opposes the principles of an organized national 
economy as exemplified in the recovery program. There is 
not the slightest doubt in my mind that business men gen- 
erally understand the implications of the vast problems of 
recovery and that business has accepted as a natural and 
essential evolution the new relationship and responsibilities. 
I here cite the fact that in October, 1931, a year and a half 
before the advent of the New Deal, a Committee on Con- 
tinuity of Business and Employment, appointed by and rep- 
resenting the United States Chamber of Commerce, said 
in the beginning of its report: “A freedom of action which 
might have been justified in the relatively simple life of the 
last century cannot be tolerated today, because the unwise 
action of one individual may adversely affect the lives of 
thousands. We have left the period of extreme individualism 
and are living in a period in which national economy must 
be recognized as a controlling factor.” This statement from 
business itself is illustrative of similar pronouncements from 
other business groups during the period of a year and a 
half or two years preceding the inauguration of President 
Roosevelt. The New Deal is fulfilling the principle and 
purpose of these convictions of business. It is seeking to 
replace that “extreme individualism” mentioned by the 
Chamber of Commerce with “constructive individualism.” 
In striving for these objectives, there is no attempt, either 
directly or indirectly, to detract from the full meaning and 
application of freedom and liberty under our present form 
of complex and interrelated society. 

The constitutional aspects of the New Deal program 
may be considered both in relation to the spirit and purpose 
of the Constitution and in reference to specific and particular 
acts or procedure. I do not wish to ask your consideration 
of highly technical issues, but I believe you will be interested 
in certain general considerations which will clarify some 
aspects of this vital subject. 

We hear a great deal about legal or constitutional angles 
of the National Industrial Recovery Act. ‘The Recovery 
Act is valid under the same principles of law applied in sus- 
taining the Sherman Act, the Clayton Act, the Federal 
Trade Commission Act, the Grain Futures Act, the Packers 
and Stock Yard Act and certain sections of the Interstate 
Commerce Act. In the case of the Agriculture Adjustment 
Act, legal precedent and validity as to principle is found in 
the Grain Futures Act and in the Packers and Stock Yards 
Act. The latter Act, for example, empowered the Secretary 
of Agriculture, in 1921 to regulate the business of packers 
and stockyards to prevent unfair discriminatory or deceptive 
practices in interstate commerce and also to make rules and 
regulations and to fix minimum and maximum charges. Both 
the Agricultural Adjustment Act and the National Recovery 
Act represent the application of principles underlying this 
and other acts enacted since 1920 but on a broader scale 
necessitated by the impelling demands of a nation-wide em- 
ergency. 

Economic history has repeatedly established the fact 
that critical emergencies clothe business with a public interest 
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which might not be so characterized but for those unusual 
conditions. ‘This impresses upon us the necessity of dis- 
tinguishing at all times between emergency measures and 
long-term programs. Many steps must be taken during an 
emergency which become unnecessary when equilibrium is 
fully re-established. The fact that some reforms may be 
initiated along with emergency acts gives no grounds what- 
ever for concluding that all or even a major part of the 
emergency acts may become permanent. Constructive ad- 
ministrative experience and further developments will indicate 
what. features should be made permanent and which are to be 
utilized only until the emergency has passed. 

The nature of problems related to the public interest 
and the responsibility of Government officials in safeguarding 
the national structure is set forth in the following quotation 
from the opinion delivered by Chief Justice Hughes in the 
Minnesota Mortgage Moratorium Case, as follows: 

“Where, in earlier days, it was thought that only the 
concerns of individuals or of classes were involved and that 
those of the state itself were touched only remotely, it has 
later been found that the fundamental interests of the state 
are directly affected; and that the question is no longer 
merely that of one party to a contract as against another, but 
of the use of reasonable means to safeguard the economic 
structure upon which the good of all depends.” 

“. . The use of reasonable means to safeguard the 
economic structure upon which the good of all depends” is 
the primary objective of the recovery program. In work- 
ing out this vast problem, understanding, and constructive 
attitude of all American citizens are required. We must 
remember that the depression was several years in duration. 
Forces which caused the depression were at work long before 
this. It may require at least a similar period of time 
to restore and rebuild our structure, soundly bulwarked by 
preventive mechanisms which will forestall the reoccurrence 
of another such catastrophe. This task is comparable in 
magnitude with that confronting our forefathers who framed 
the Constitution and it is even more fraught with difficulties 
because of present-day complexities and intricacies which 
affect the national problem. No one familiar with our legal 
procedure can overlook the fact that all phases of the Re- 
covery Program are being and will continue to be brought 
before the courts of our land. To become exercised over the 
constitutional status of the Roosevelt program is to impeach 
the effectiveness of the American judiciary. 

The same patriotic spirit and purpose which animated 
the makers of the Constitution now impel the Roosevelt 
Administration. ‘Today, as in 1787 and 1788, partisan in- 
fluences and criticisms can militate against the accomplish- 
ment of the much needed objectives. The patriotic motives 


of the framers of the Constitution cannot be impugned, nor 
can the high motives of today’s leaders who are facing a 
comparable situation. 

In these kaleidoscopic days as under like condition in 
the past, when public opinion is exposed to such a variety of 
conflicting assertions, claims and counter-claims, I think of 
Cato, the Roman Senator and orator, who ended every speech 
he made no matter what its subject might be, with the 
vehement declaration: “And, moreover, Carthage must be 
destroyed!” The constant repetition of this challenge by 
Cato was one of the dominant factors that incited the Third 
Punic War which resulted in the complete destruction of 
Carthage as a great power. 

Every nation and every era has Catos. A Cato in our 
times can be either constructive or destructive—a builder of 
positive, sympathetic public opinion or a prompter of fear and 
discouragement. That our nation has made remarkable 
strides in its recovery efforts during the past eighteen months 
no one can deny. The program has not been perfect, either 
in conception or execution. Mistakes have been made and 
methods have been changed and corrected, a process that 
will continue constructively throughout the tenure of the 
present Administration. Utter economic and social collapse 
has been prevented by the courageous action of President 
Roosevelt. The spirit and purpose of our Constitution have 
been adhered to in every sense of the word. 

Can we not today, therefore, with great benefit employ 
Cato’s method of reiterating the fundamental ideals that 
must be impressed upon the minds of our people if we are to 
attain the high objectives of our national recovery program. 
We are reminded here of the plan that has been utilized in 
the course of our couuntry’s history by constructive Catos 
in emphasizing the value of the Federal Government in its 
service relationships to the people; the stressing of principles 
underlying this form of Government, the necessity of using 
as leaders those who were in sympathy with the principles 
and objectives of the Government. Without this approach, 
our people could never have produced this great American 
institution known the world around as the most successful 
human Government achieved in the history of man. Today 
this same approach is necessary if we are to meet successfully 
the challenging and vital problems which face us. 

So far from destroying democracy as destructive-minded 
Catos would have you believe, let me say to the constructive- 
minded that the wise, sympathetic and cooperative adminis- 
tration of the principles and policies of the New Deal means 
the fruition of American democracy. I leave this question 
with each and all of my hearers. Do you propose in this im- 
portant era to be a destructive or a constructive Cato? 
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